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RURAL CREDITS. 



Committee on Banking and Currency, 

Subcommittee on Rural Credits, 

House of Representatives, 
Wdshingtonj D, C, December S, 191S, 

The subcommittee met at 10.30 o'clock a* m., Hon. Robert J, 
Bulkley (chairman) presiding. 

Present: Representatives Stone, Weaver, Ragsdale, Hayes, Piatt, 
and Woods; also Hon. Ellsworth R. Bathrick, Representative in 
Congress from the State of Ohio, Dr. T. N. Carver, director, and Mr. 
C. W. .Thomj)8on, investigator, Rural Organization Service, Depart- 
ment of Agriculture. 

Mr. Bulkley. Before we proceed, I will say that the Depart- 
ment of Amculture has been conducting an investigation of this sub- 
ject, and UT, Carver and Mr. Thompson have had it in charge for 
the department. They have come before us to give us such informa- 
tion as they have been able to gather. Mr. Thompson, I beUeve, is 
to make the first statement, and it might be well to let him conclude 
and then ask questions afterwards. 

STATEMEITT OF G. W. THOMPSOIT, IITVESTIOATOB, BUBAL 
OBOANIZATION SEBVIGE, DEPABTMENT OF AeBIGUI. 
TUBE. 

« 

outline of statement on rural credit in the united states. 

presented by MR. C. W. THOMPSON. 

Intboductort. 

« 

Nature and scope of investigation. 
{a) Topics studied. 
(6) Sources of information. 
(c) Method of inquiry." 

Part I. 

REGARDING FARM-MORTGAGE LOANS. 

I. Long-time interest rate. 

1. Summary of averages by States and general average (maps submitted). 

2. Summary by districts within States. 

{a) Variations shown between districts (maps submitted), 
(6) Variations shown within districts. 

II. Causes of variation discussed under — 

1. Soil conditions. 

2. Climatic conditions. 

3. Methods of farming. 

4. Distance to market and source of capital. 

5. Financial agencies. 

6. liegislation. 
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4 BUBAL 0BBDII8. 

III. Sources of mortgage loans discussed under — 

1. Banks — 

Maps submitted for savings banks, State banks, and trust companies. 
Woodruff Trust Co. plan discussed. 

2. Insurance companies — 

Maps submitted. 
Methods discussed. 

3. Building and loan associations — 

Record in Ohio. 
Recent changes. 

4. Mortgage companies methods discussed. 

5. State loans (through school funds). 

I. Added expenses for — 

(a) Abstract of title — modified under Torrens system. 
(6) Recording fee — modified under statutory forms. 
(c) Commissions — 

(1) C^ash in advance. 

(2) Annual payments. 

II. Percentage loan bears to security. 

III. Purpose of loans: 

(a) Improve. 
(h) Purchase. 
(c) Refund. 

IV. Renewal of loans. 

V. Tendency to change term of loan. 

VI. Borrowers' demand for long-term loan with amortization provision and esti- 

mate of reasonable rate. 

VII. Effects of State legislation. 

VIII. Limitations in the use of debentures. 

Part II. 

REGARDING SHORT-TIME LOANS. 

I. Interest rate: 
a) General average and average by States. 
6) Variations within States, 
c) Compared for farmer, tenant, and business man. 

II. Factors considered: 
Is borrower a regular customer? 
Size of loan. 

c) Form of loan. 

d) Moral hazard and other security. 

III. Variation between nominal and actual rate: 

(a) Bankers' figures should generally be shaded up because of — 
L (l)Exceptional returns on very short and small loans; 

(2) Discounted fartners* notes from merchants, implement dealers. 
' (6) How more than nominal rates are secured. 

rV. Average amounts of short-time loans to — 
h« (a) Farmer. 

^ (6) Tenarft. 

(c) Business man. 

V. Bank deposits: 

(a) Sources. 

» (1) Local. 

(2) Outside of State. 

(b) Interest paid. 

VI. The advancing system from merchants. 
VIT. The credit union. 
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Mr. Thompson. The method of study, Mr. Chau-man, that has been 
followed m this investigation ought perhaps to be explained at the 
outset. We wanted to try to get an inventory, if we could, first of all, 
of loan conditions of both short and long time loans in dMerent sec- 
tions of the country, and we though our results would be more valu- 
able if we adopted different methods of getting at the information so as 
to have some methods serve as a check upon others. 

Our first line of inquiry was through a questionaire sent out to five 
or more farmers in every county oi the United States. Care was 
taken at the outset to select representative farmers distributed in each 
of these counties, and in order to do this we got the list through the 
aid of the agricultural colleges of the various States. Ketums have 
come in very well from this questionaire, and they have all been com- 
piled by counties and then ty districts and then by States. I have 
samples with me. 

Mr. Weavee. What do you mean — by districts ? 

Mr. Thompson. I was going to explain that for convenience in 
tabulation we used the district unit which the Bureau of Statistics 
has adopted. It is artificial and simply divides every State into nine 
districts. The maps which I have here [indicating] will show how it 
works out. Beginning up in the left-hand corner, the districts are 
numbered 1, 2, 3 across the top. Then across the middle of the State 
4, 5, 6, and then at the bottom of the State 7, 8, and 9, putting district 
9 in the right-hand corner at the bottom. In the case of very narrow 
States there will be no district, perhaps, 1 or 3 at the top. Ihere will 
be, say, only district 2. In that way many States have less than the 
full number (9) . Similarly, in some of the larger States we may have 
subdivisions, such as 4 and 4a, thus increasing the total number of 
districts. I have with me a complete set of maps for all States, I 
think, showing the results as tabiuated by districts from that ques- 
tionaire, and those maps are here. 

Mr. W EAVEE. Can you give me the Oklahoma map? 

Mr. Thompson. Yes. M ow, from the returns of that questionaire, 
I may say we have with us a number of samples of States which show 
the complete and detailed tabulation right down to the individual 
farmer's answers For instance, here is the State of Texas [indicat- 
ing]. It begins with district No. 1 and runs the coimties in alpha- 
betical order for Texas Under district No. 1 we have answers that 
cover two pages, you see [indicating], and so we get on to the other 
districts oi the State. I thought possibly some of you would like to 
see some of the original record, as it were, of that particular data. 

We have tabidated returns from them by districts, and then all 
together by States, and for convenience we call that inquiry addressed 
to the farmers themselves '^Form A.'' Perhaps it would be con- 
venient to remember it as such, because we shall have other forms 
later. 

Then we have adopted other lines of inquiry. One of the things 
we did at the outset was to secure the cooperation of a number of men 
located in agricultural coUegss in different parts of the United States. 
These men are usually trained economists, teachers of economics in 
their respective institutions. We were in a position to offer them the 
franking privilege and an allowance for traveling expenses, and then 
we sent to each of these men outlines showing the items under which 
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we wished they would gather information. We addressed them let- 
ters from time to time explaining what we had in mind under each 
of the items we had sent to them, and the blanks which we sent to 
them are what shall be designated as B, C, and D. 

Blank B contains a great many items, 17 in all, with a ^eat many 
subdivisions under No. 13, and if you are interested in seemg that at 
this time I shall pass it around. It will, however, come to your atten- 
tion a Uttle later under the actual returns. Blank B simply mentions 
a great many items regarding which we are interested in getting infor- 
mation bearing on both long and short time loans, and also goes on 
to ask questions regarding the cash and credit purchases from mer- 
chants and implement dealers as well. Besides Form B, we also made 
out what we call Forms C and D, which we Hkewise sent to these men, 
and not only to them but also to others, as I shall indicate later. 

Now, C and D represent two types of loans. C is the long-time 
mortgage loan and D is the short-time loan. These blanks (for 
instance in the case of C) simply provided columns where the travel- 
ing or field investigator may call for actual data from notes. He 
Sfoes in to a banker and asks him if he wiU take out, at random, a few 
ong-time mortgage notes, and then he asks him if he wiU call off 
from those notes the date of the loan, the amount, the rate of interest, 
and the time for which it runs, explain the nature of the security 
and also the purpose of the loans. 

Mr. Weaver. Could I ask a question there ? 

Mr. Thompson. Yes. 

Mr. Weaver. A great many of the bankers charge the farmers 
usurious interest. Were they candid in their answers in regard to 
those things ? 

Mr. Thompson. We reaUzed, of course, that the actual charge 
varies from the nominal charge. 

Mr. Weaver. In some States the penalty is the loss of the whole 
debt? 

Mr. Thompson. Yes. 

Mr. Weaver. For instance, in Arkansas and in the old Indian 
Territory, where I live, usurious interest destroys the whole debt. 

Mr. Thompson. I intended to speak about the variation between 
nominal returns and actual returns a little later. This is for the 
purpose of getting, so far as the face value of the documents show it, 
an inventory of the data of the kind I have indicated. 

Now, as I say. Form C shows that — ^gives a list, say, of ten or a 
dozen, or whatever the number may be, that he was able to secure. 

Form D checks up the same line for short-time'loans, but it divides 
it into three sections. The top list is from farmers; the second list 
is from renters, and the third list is from business men, the idea being 
to get samples of actual notes, and putting down a note of each of the 
three divisions for the purpose, as you readily see, of comparing rates 
between the three classes. 

We were able to get the active cooperation of a dozen men as 
official correspondents from agricultural colleges. I could mention 
some of them and where they are located. One of them is dean of 
the Agricultural College of tne State of Maine, Dean Merrill. The 
others are Prof. Cance, of the Massachusetts Agricultural College; 
from North Carolina we have Prof. Raper; from Michigan we have 
Prof. Hedrick; from Iowa we have Prof. Williams; from Minnesota, 
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Prof. Weld; from Nebraska, Prof. Virtue; from Washington, Prof. 
Taylor; from Texas, Prof. Austin- from Louisiana, Prof. Aldrich; 
from Missouri, Prof. Gromer. And we had designated from Georgia 
Prof. Branson, but after he had been with us a short while uie 
serious illness of his wife made it impossible for him to act. I may 
s^ that the choice of these men was conditioned by various things. 
We would have had more men, perhaps, if we could have arranged 
it, but these happened to be men we could get, who were located 
in suitable places and in a position to do field work. 

Mr. Woods. Mr. Thompson, let me interrupt to ask a question 
there. Did these men go themselves and ask the questions, or did 
they send out .blanks ? 

Mr. Thompson. Those men themselves went into the field and de- 
voted as much time as they could to field work. I want to say they 
are only a part of our means of getting at answers under B, C, and I), 
and I would like to state perhaps at this time that for the South, 
especially, we were able to get the cooperation of the county agents 
of the Cooperative Demonstration Work, with the sanction given by 
the head of the department, Mr. Ejiapp. Thus, we corresponded 
with 670 or more county agents in the South and got very satisfactory 
returns from all of those States through county agents, who made 
it a point to do field work and go to bankers and confer with farmers 
and to return to us their conclusions regard'mg their respective 
counties. That applies to all of the States of the South. 

With the sanction ^ven by the head of the department of farm 
management, Mr. Spillman, cooperation was also secured from a 
number of county agents in the North, but of course there are not so 
many there. We were able to get the aid of others who were desig- 
nated by our 12 official correspondents. Now, through them and 
other county representatives we have been able to get answers sent in 
under Forms B, C, and D. The returns from B, from C, and from D 
were all tabulated separately, by counties and by districts, and in the 
sheets which I have here [indicating] you will see that we give the re- 
turns by States, and each sheet is for a separate State. We give the 
returns from A, B, C, and D separately for each district in order to 
have the returns from the different lines of inquiry serve as a check 
on each other. 

Mr. Weaver. None of your reports have been printed yet ? 

Mr. Thompson. Nothing printed. In fact, nothing has been di- 
vulged regarding it except wnat is being said here to-day, other than 
such a preUminary report as we were able to make to the Secretary 
of Agriculture. I may say, though, we did not have as much of the 
summarizing done then as we have to-day and that the general sum- 
maries are available for the first time this morning. 

Mr. Woods. Do these districts correspond with the districts on the 
map? 

Mr. Thompson. Yes. I suppose you all understand those districts 
are the ones .used by the Bureau of Statistics, and we used their way 
of dividing up the States. What has been said, therefore, will per- 
haps make clear the data as shown on all of these sheets. 

Our inquiry covers other things than this. For instance, we have 
been conferring with all of the leading insurance compaines of the 
United States, both life and fire insurance, and we have asked them 
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to give us their confidential statement of the amount and the geo- 
graphical distribution, showing amounts in each State id the Union 
of flieir farm mortgages. We have taken all of the returns and the 
answers we have here are from 15 leading insiu-ance companies. We 
have answers from a great many more, but their answers show, with 
few exceptions, that ftiey do not hold any farm mortgages. At least 
if they have any they say it is not worth mentioning. We took the 
returns from all of these insurance companies and divided them by 
States, so as to show how much of the money from the 15 companies 
was in Iowa, how much in Michigan, how much in Texas, and so on. 
Then we prepared a map which shows the percentage of the total 
amount of farm mortgages held by all of those 15 companies distrib- 
uted in each of the various States. I will discuss that a little later, 
but that is one line of information which we have sought. 

Then we have conferred with building and loan associations through 
their national secretary — that is, the secretary of the United States 
League of Building and Loan Associations — and through State 
associations and a number of local associations for the purpose of 
finding out the farm-mortgage business done by such associations. 
We can present some statement regarding that, but perhaps it should 
be deferred until later. I will just outfine first the things we have 
been trying to do. 

We have also looked into the State loans, where such exist, to 
see what importance, from the standpoint of amount, may be attached 
to State loans to farmers on farm mortgages. 

Mr. Woods. Do you mean loans by State governments? 

Mr. Thompson. Yes; loans by State governments in the United 
States. 

Mr. Weaver. The State of Oklahoma loans its school fund — 
$5,000,000. 

Dr. Carver. No State loans anythicg excepting school funds. 

Mr. Thompson. No. 

Mr. Platt. Now, how many States do that ? 

Mr. Thompson. I would have to go over the list and then get the 
total number doing so. 

Mr. Woods. I think Minnesota has some $25,000,000. 

Mr. Thompson. The leading State is Oklahoma and then South 
Dakota, and then it scatters t&ough a number of others out through 
the corn belt. I can not give that accurately now, and I woiud 
prefer to give that later. I may say that that part of the inquiry 
was made some time ago, and these other statistics have occupied 
our attention now for quite a while. It is possible I may recall 
some other lines of study, of inquiry, we have been making as well, 
later. 

I think this will conclude the statement of the kind of inquiries we 
have been making. 

Mr. Woods. 1V&. Thompson, before you leave that, you spoke of 
shbrt and long time loans. In speaking of short-time loans, do you 
refer to loans secured or unsecured, or both ? 

Mr. Thompson. We referred to both. For the purpose of tabu- 
lation we made a distinction between collateral loans and personal 
loans — that is, loans on collateral security and loans on personal 
security, one or two-name paper. But in our summarizing we have 



BUBAL CREDITS. 9 

put together those as you will see and, later, reasons will be ad- 
vanced as to why we have done so. 

Mr, Woods, xou spoke of those agents asking bankers questions 
as to rates of interest. Did they also ask the borrowers the questions ? 

Mr. Thompson. Yes. 

Mr. Woods. And how difficult or easy it was to secure money? 

Mr. Thompson. Yes. 

Mr. Woods. And what means they had to pay ? 

Mr. Thompson. Yes. I ought to add, if I may go back, in order 
to complete the statement I nave just made, that our correspond- 
ence was also carried on with a great many mortgage companies and 
real estate firms scattered throughout the country, for the purpose 
of getting their statement, and we have that. And our men have 
coi3erred with all parties involved in this study. 

Now, going bacK, perhaps the first thing that will be of interest 
will be to take up the question of long-time interest rates. 

Beginning witn the long-time loans, our general sunmiary could 
be stated if you want it. We do not attach very much importance 
%o it, because it welds together the extremes and it overlooks the 
weighting of averages. It gives one State's rate the same weight as 
it gives another, even though the mortgages in that State may be 
many times over the amount of the mortgages in the other State. 
We have the returns for 30 of the States to-day. If you look at the 
maps we have made, which show the grand average of farm-mortgage 
rates for each State, you will notice that the States that are omitted 
will be pretty evenly balanced between those than would r^ise the 
average and those that would lower it. For that reason we believe 
that the average which we have for the 30 States will reflect fairly 
accurately the average which will come from all the States when all 
the summarizing has been done. 

Mr. Weaver. Is it not true that the rate varies greatly in different 
sections of the country ? 

Mr. Thompson. Yes; as will be shown from this map [indicating]. 
This map indicates the average for each State and shows the varia- 
tions between States. 

I will begin by taking the grand average for the 30 States. That 
tiu'ns out to be 7^ per cent on first-mortgage loans. 

Mr. BuLKLEY. Is that straight interest, or does it include commis- 
sions? 

Mr. Thompson. Straight interest. It does not include abstracts 
and the other incidentals. It is the nominal interest charge — 7 per 
cent. Now, variations above and below that average are shown on 
this map [indicating], and perhaps I ought to say a Uttle about it. As 

?ou will see, the average lor the lower States would be as follows : 
ennsylvania, 5.3; IlUnois, 5.5; Iowa and Wisconsin, both, 5.6; Indi- 
ana, 5.6; Ohio, 5.7. Coming back East, Massachusetts is 5.5. 

Then for the other extreme we must go to the Rocky Mountain list 
of States and to the Southern States. Beginning farthest north we 
have Montana, 9.3 per cent; Wyoming, 9.2; Utah, 8.7; Arizona, 10; 
Texas, 8.5; Arkansas, 8.8. The average for Oklahoma is 7.2 per cent, 
and the variations within that, as well as other States, as you will see, 
will be very marked. 



10 BUBAL 0BBDIT8. 

Mr. Weaver. Oklahoma is cut down by its constitution, which 
fixes the rate at 5 per cent on State loans direct to the farmer on land 
security, and the private loans are much higher than the average. 

Mr. Thompson. Alabama is 8.8. Now, other States are in between 
those averages. 

Mr. Woods. You spoke of the fact, Mr. Thompson, that even within 
a State and within a district rates vary. Did you find the cause of 
varying rates ? 

Mr. Thompson. Yes. We think we can enumerate and discuss 
with the committee a number of causes of these variations, and I 
think perhaps that could be brought out after we have submitted the 
figures themselves. If this is sufficient for your purpose, with refer- 
ence to averages by States, we could take up next the conditions 
within States aflfecting the average farm-mortgage rate. As I have 
already indicated, those variations will be shown on the original state- 
ments, and I sh^ll use a few examples that I happen to thmk of. 

First of all, in a State like Illinois there is very little variation. I 
will give the Illinois situation by districts first. It is lowest in the 
northern end of the State, and it shades up a little as you go south. 
For instance, across the northern tier of districts w,e have 5.5 and 5.2* 
Coming down to the next series of districts, we have 5.3, 5.4, and 5.4. 
Coming down to the second half of the middle tier, because we have 
divided the State there **4," *'4a," and so on, we have 5.5 and 5.7. 
When we come away south we get 5.7 and 6 per cent. So you see, it 
shades up a very little on the average' that way m the State of Illinois. 
Only slight variation is noted for the State of Iowa. The mortgage- 
loan rates for Iowa, as shown by districts, beginning across tne 
north, are 5.3, 5.7, and 5.6. Across the middle, 5.5, 5.5, and 5.6. 
Across the bottom, 5.4, 5.6, and 5.5. As you see, it is a consistent 
and uniform rate throughout the State. 

Mr. Hayes. That is Iowa ? 

Mr. Thompson. That is Iowa. This example might be mentioned, 
therefore, as illustrating a consistent, uniform interest rate through- 
out the State. 

Now we do not have to go very far from those States to find a very 
marked variation. The State of Minnesota, right above Iowa, 
illustrates this as much as any State; and I may say that when we 
begin to look at variations, for instance in the State of Minnesota, 
we will find that the variation as shown by districts is not as great as 
it will be when we begin to look at it within districts. The districts 
I am speaking of are nine in number, used for each State, as the plan 
adopted bv the Bureau of Statistics, usually three across — nine 
districts. In Minnesota, the average by districts runs from 5 per 
cent in the southern part up to a little above 8 per cent on the average. 
But when we come within districts, we find variations in Minnesota 
iiin from 5 per cent in the south up to as high as 10 per cent and 
9 per cent in the north central section. 

Mr. Hayes. That would be in the sparsely settled regions of the 
far north. 

Mr. Thompson. In the sparsely settled regions in the northern part 
of the State and in the central part of the State; not in the Red River 
Valley, but the north central part of the State. In the valley the 
rates are a great deal lower. 
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Now, I think we should go on to other States, to show similar vari- 
ations within States. No State shows more of a variation than 
Minnesota. It starts, as you see, in the com belt of the State and 
reaches into that thinly settled Country of the far north, and there- 
fore represents both extremes. 

Mr. Hayes. Is it not true in Minnesota, perhaps, that their prin- 
cipal trouble is they need great savings banks tnat make loans on 
farm property ? 

Mr. Thompson. Perhaps that would be one of the factors, and 
undoubtedly it is. 

Mr. Hayes. For instance, in California I think our rate is reason- 
ably uniform throughout the State, the reason being that in the great 
cities they have la rge savings banks making farm loans. 

Mr. Thompson. We have the averages here for California. They 
are, beginning across the north, 6.9, 7.4, and 7.7, across the middle, 
6.8, 7.2, and 7.4; and across the bottom, 7.5, 6.5, and 7.2. 

Mr. Hayes. It is a pretty uniform rate, for the reasons I say. 

Mr. Thompson. Now, these figures we could go on extending, of 
course; endlessly, almost. 

Mr. Weaver. Will you look at the variations in Oklahoma and see 
if there is a difference in the Indian Territory part of the State and 
old Oklahoma ? The two together form one State now. 

Mr. Thompson. This is the summary, 8.1, 6.6, 7.3, 6, 7.5, 8.8, 7.2, 
7.5, and 9.7. 

Mr. Weaveb. The districts run across the State ? 

Mr. Thompson. Yes. The highest is down in the very bottom 
comer on the right, for one place, and also out in the paimandle at 
the left. 

Mr. Hayes. That would be the southeast corner and the north- 
west corner ? 

Mr. Thompson. Yes. 

Mr. Weaveb. The southeast corner is the old Indian Territory, 

Mr. Thompson. Now, we have two maps showing the averages oy 
States, and then have a lot of maps showing the rates by districts. 

Mr. Woods. Could you give South Dakota ? 

Mr. Thompson. Yes. It varies between 10 per cent, 7 per cent, 
6.4 per cent, and 8 per cent. Those are the results we have from one 
of tne lines of inquiry. 

Mr. Hayes. That hi^h rate would come from the northwest corner 
of the State, wouldn't it? 

Mr. Thompson. Yes. It would come from the semiarid section. 

Mr. Hayes. And through Washington and Oregon the rate ought 
to be very high, but I should think would be reasonably uniform. 

Mr. Thompson. For Washington the districts run — I have a 
sunmiary here of it — from 8 per cent, beginning in the northwest 
comer; then 9 per cent in the middle, on tne north; then 8.3 in the 
northeast. Then coming back to the coast, the central western 
coast, it is 7.6 per cent; in the heart, 8.2 per cent. Central eastern 
part, 7.5. Then in the southwest corner, 7.5; south central, 8.2; and 
then, in the other corner, southeastern comer, 8.2. 

Now, if you would care to take up a discussion of the causes of 
variation of these specific rates at this time, that, we thmk, perhaps, 
would be the next thing to do. 

Mr. BuLKLEY. I think that would be desirable. 
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Mr. Thompson. Among the causes of variation perhaps the most 
obvious that one would notice would be soil conditions. I ^ will 
mention them in a series. Second would be climatiq conditions, 
meaning b^ climate not only the temperature, but also the rainfall 
and the things that enter into climate. Next is methods of farming. 
Under that we include what I shall state presently. Another fac- 
tor is distance to market, and, finally, the factor we should mention 
would be financial agencies through which loans are secured. 

Mr. Woods. Before you go on explaining those it seems to me 

Jou have missed the most important factor, at least to the States of 
llinois, southern Wisconsin, southern Minnesota, Iowa, eastern 
Kansas, and eastern Nebraska, and that is the question of the amoimt 
of loan to the security. 

Mr. Thompson. You mean in the case of farm loans ? 

Mr. Woods. In the case of farm loans; yes. 

Mr. Thompson. We have data on that here, and I will discuss 
that presently. 

Mr. Woods. I think the differing rate in Iowa would depend 
entirely on the amount of loan to the value of the land. 

Mr. Thompson. We have data on that, I may say, right under 
one of the items. What we are going to say imder those different 
headings that have been mentioned may seem, perhaps, a little 
wider than indicated at the outset. 

It may be I should go on presenting data before discussing causes 
of variation — ^present the data we have on short-time loans — and 
then, when we begin to discuss the causes of variation, we may be 
dealing with what applies to farming. 

Mr. Flatt. Where would speculation come in? 

Dr. Cabver. Methods of farming would include that. 

Mr. Thompson. Yes. Speculation would come under methods <rf 
farming — speculative use of the land. 

Mr. rLATT. Take Pennsylvania as an indication. Pennsylvania, in 
a great part at least, has an unusually thrifty class of farmers, to 
whom you can loan money regardless of security. Naturally, they 
would get money at a lower rate for that very reason. 

Mr. Hayes. Is it not also true that when a country gets settled 
and the character of the land is known, and all that, that ^so changes 
the rate — there is less risk in it ? 

Dr. Carver. Methods of farming wiU cover that. Where the 
farmer expects to make money out of a rise in land values, that is one 
thing; where he expects to make it out of growing crops, that is 
another thing. 

Mr. Thompson. And I may say that under ''financial agencies" is 
included the source of capital — where it is located; does it come 
from the districts or does it come through several middlemen. With 
the terms as mentioned you will see they have a little wider applica- 
tion than would appear at the outset. 

Mr. Woods. The third was what ? 

Mr. Thompson. Methods of farming. It may be if thejr were 
stated that way without any qualification they would be subject to 
criticism, but perhaps when we get through we wiU show a great 
many more thmgs tnan perhaps would be indicated by looking at 
the Headings. 
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Under ''soil conditions" I think I need not stop long with our dis- 
cussion, except to ppint out by process of elimination that we may 
find conditions uniform with reference to all other conditions but 
not uniform with reference to soil, and that then it is the cause of 
variation. For instance, if you have a jack-pine country with sandy 
soil and no clay subsoil for one thing, and if a distance away from 
that you have a clay subsoil and a heavy black loam on top suitable 
for agriculture of aunost ainr kind, as we think of it in either grain 
or other farming, you will find a marked differentiation which seem- 
ingly is partly due to that. That is only one of several causes. The 
pomt, I think, ought to be stated at tne outset that the attempt to 
explain interest variations in the light of any one cause is apt to be 
very misleading. We will have to consider many causes. 

Mr. Hayes. The character of the soil you speak of would of course 
have an effect in determining what land of crops to raise. For 
instance, some soil might not be adapted to all kinds of crops. Do 
you include in that that element ? 

Mr. Thompson. Yes. 

Mr. Hayes. For example, in some sections of the country they 
can raise no corn, but can have diversified farming, which affects the 
character of the soil and the permanency of the results of the farm. 

Mr. Thompson. Yes; that is what we nave included in it. 

Mr. Platt. After all, do not all those things tell in the value of 
the farm — the amounts of the mortgage Ipans are made at a fixed 
percentage of the value, 50 or 60 per cent ? 

Mr. Thompson. I would like to state, regarding value, the great 
companies — insurance companies, for instance — do not go by nominal 
value; but if you will examine the application for a loan wiich they 
use, you will find they inquire into soil conditions — climatic condi- 
tions. In other words, they are interested in the actual, potential 
earning power of the land more than in the nominal value of the 
land as shown in the market. It is generally stated by them that 
they do not go by market values. Such values may be inflated and 
in many sections of the country are too high, and therefore wheii 
such companies fix the amount of their loans they go by the poten- 
tial earning power, as they see it. 

Mr. Hayes. How did you investigate this; how did you get that 
data ? 

Mr. Thompson. I explained that before you came in. 

Mr. Weavek. How long has the department been making this 
investigation ? 

Mr. Thompson. We began in June, and I may say this, too, that 
we have been working under pressure to try to get ready; and the 
agreement made with Mr. Bulkley was we would come and give you 
our findings as quickly as we could give something, and this perhaps 
may serve as a prelinunary conference. Our study is not completed, 
but we thought we would learn as much as you would from to-day's 
conference — we would see the weakest places in what we have and 
profit by it, and go back and perhaps be better able, when our final 
report is ready, to give the kind of a renort wanted. 

Dr. Carveb. We were handicapped, Mr. Chairman, by having a 
very limited force. Mr. Thompson and two or three girls were all 
the force we had to do this work. 

Mr. Weaver. How long have you been with the department ? 
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Mr. Thompson. Since the early part of June. I may say that Dr. 
Carver and myself both joined tne Department of Agriculture about 
that time. Dr. Carver preceded me by one *or two weeks. Dr. 
Carver came to take charge of the rural organization service, and I 
came to be an investigator in the service. 

Mr. Weaver. Pardon me for inquiring, but I see you have accurate 
knowledge of it, and, just for the record, what had been your training 
along this line before ? 

Mr. Thompson. Speaking of my own work, I may say I have been 
a university faculty member and teacher of economics for 10 years 

Srevious to my coming to Washington; that I was in charge of the 
epartment of economics in the State University of South Dakota 
during four of the six years I was teaching there. I was in the Uni- 
versity of Minnesota for three years, and during the last half of that 
tune was in charge of the bureau of research in agricultural economics. 
I would like to speak of Dr. Carver at the same time, if I may. 

Mr. Weaver, i es; I think it is instructive to have that in the 
record. 

Mr. Thompson. Dr. Carver is well known as a professor of eco- 
nomics from Harvard University and has published a number of 
books. One of his books is Principles of Rural Economics. He has 
taught rural economics for more than 10 years. If I may add a 
personal statement, I may say that 10 years ago it was my privilege, 
as a graduate student, to be m Dr. Carver's classes at Harvard, and 
that 1 had my first training in agricultural economics under him. 

Mr. Weaver. I believe the chairman of our subcommittee is a 
Harvard man; are you not ? 

Mr. BuLKLEY. Yes. Now, Mr. Thompson, have you any figures 
showing the number of mortgages that go to foreclosure ? " 

Mr. Thompson. For that line of inqmry we have no figures. 

Mr. BuLKLEY. Have you any figures showing the losses that 
lenders have been subjected to in loaning on farms ? 

Mr. Thompson. We have figures showing what they exact as 
commissions; and in their own statement regarding that they speak 
of the need of such and such commissions in order to make a fair 
profit and cover losses. 

Mr. BuLKLEY. But you have ho direct showing as to what the 
losses are? 

Mr. Thompson. No; we have no statement on that. 

Mr. BuLKLEY. I know the committee would be interested, if you 
have such data available, for you to show us whether there is any 
relation between high interest rates in certain localities and the 
risk involved, as shown by actual losses or by expenses in litigation. 

Mr. Platt. One of the important things, risk, you have not men- 
tioned at all as an influence on iaterest rates. 

Mr. Thompson. Risk is involved in methods of farming. 

Mr. BuLKLEY. Methods of farming and personnel of the borrowers. 

Mr. Hayes. Is it not also involved in the character of the soil ? 

Mr. BuLKLEY. Character of the soil, absolutely. 

Mr. Thompson. We expect to take up, before we get along in this 
discussion very far 

Dr. Carver. We might put it this way, Mr. Chairman: It is risk 
everywhere, but the risk is due in some States to conditions of soil; 
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in other cases to climatic conditions; and in others to methods of 
farming. 

Mr. IIayes. For the benefit of some of ns who have not been in 
colleges for several decades, I would like you to state briefly what 
you mean by "riu'al economics.'' 

Mr. Thompson. I do not know, Mr. Hayes, whether I should answer 
that or defer to Dr. Carver, who has written books on the subject. I 
tried to teach it for a number of years. 

Mr. Hayes. I just wanted to Imow what you now consider that it 
covers, so that we may know what your interpretation in this matt^ 
has been. 

Mr. Weaveb. And for the benefit of those who never were in 
college, also. 

Mr. Thompson. Well, the subject of rural economics — to be specific 
in my statement: There has been some difference of opinion as to 
whether it shall include farm management or not — I will mention 
that at the outset — because if it includes farm management then 
it takes up the internal economies on the individual farm and the 
problems of the farm manager, which are to combine land, labor, 
and capital, so as to run the farm in order to get the largest return. 
That would be the internal economies aspect of the problem, but 
it is only a part of the economic problem as a whole, because every 
farm has its external relations — its problems of buying and selling; 
its problems of getting capital; relations between farms and the 
grouping of farms and the organization of farmers, which has con- 
veniently been called the external economies with reference to the 
individual farmer, but which are as vital to him as internal economies 
perhaps. In other words, farm problems of production, exchange, 
and distribution and consumption, which is the old way of stating it. 

Mr. BuLKLEY. It includes cooperation, too. 

Mr. Thompson. It includes cooperation, too ; marketing by organ- 
ized societies. Now, I have tried to answer your question oy being 
specific, rather than giving an academic definition. 

Mr. Hayes. That is what I wanted. 

Mr. Thompson. Another statement, perhaps, ought to be added 
here, that the purely economic considerations in the sense of value 
of returns is sometimes the aspect that some speak of it; others would 
enlarge it and translate that into welfare. In that case we have social 
as well as economic considerations to consider. 

Mr. Hayes. You do not include that ? 

Mr. Thompson. So far as we are concerned, I think both of us 
have included the social in our studies, I may say, and our work in 
connection with this has involved the social and the educational, 
which of course carries us outside of the specific thing perhaps you 
would want to take up now. 

Climatic conditions show their effect very clearly. Take, for 
instance, in a State like Nebraska, or in a State like Kansas. All 
you do is to find out the dividing line between semiarid and arid 
districts and the regions there having no rainfall. Insurance and 
mortgage companies do loaning in eastern Nebraska, restrict loans 
to such and such a line in Kansas, and do not go beyond that. Why ? 
Climatic conditions primarily. I should think that would be all 
that it is necessary to say by way of illustration at this time, to show 
that it has a very important bearing on the situation. 

39731—14 2 
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Then we should go on and mention, for instance, the subject of 
''Methods of farming/' Now, there is no doubt but what the fact is 
that a great deal of so-called handling of farms in certain sections is 
mainly for the purpose of acquiring ownership, holding a while, and 
selling. In other words, the purpose is speculation rather than techr 
nical agriculture. The income expected may be more from a rise in 
the value of the land than from an actual return from the land itself 
in the way of a^icultural products. Wherever the speculative 
aspect of farming is most pronounced the chances are we will find 
extremes in interest rates. But where the methods of farming are 
most definitely standardized — by that I mean where the processes of 
agriculture have become well advanced, so that they are uniform, 
they yield definite returns, fairly uniform returns frcm year to year — 
you would there find the lowest interest rates. For instance, in the 
corn belt — Iowa, Illinois, and other States like that — there you have 
definitely standardized farming, relatively safe farming, and rela- 
tively safe income. I was talking to a man in a certain section of 
Minnesota who had lived in Illinois. He told me he got as many 
dollars income out of his acre in eastern Minnesota as he got from 
the farm he had in Illinois, but the interest rates were very much 
higher where he was than where he had been, and the reason, perhaps, 
for this would partly be due to this : Where he now was he could get 
that income, but tne usual definite and potential income for the 
average man was not that. Now, there are those who have stated 
that tne interest rate is practically entirely due to methods of farm- 
ing. There are those who hold that all we need to do is to proceed 
to improve our farming methods and make cur farming permanent 
and safe and then we will attract capital ; it will come in and we will 
have low interest rates. In other words, there are those who say the 
whole problem is methods of farming. We mention it as one factor; 
we mention it as an important factor. Its importance varies in 
different sections. Of course the discussion could go on under 
methods of farming further than I have carried it at this time, but I 
do not know that I should take the time to say m^re about it. I 
know questions will come up in our discussion when it will be neces- 
sary to say more. 

Mr. Weavek. Just a word there: Mr. Wingo, my colleague from 
Arkansas, suggests a question. Have you any information or data 
as to the percentage or production in diflferent States of the country, 
per acre, of the land — percentage of income on investment ? 

Mr. l^OMPSON. I may say this, that the actual income on farms 
is a problem that the farm management people have been working 
on in the Department of Agriculture. They have been trying to get 
at the income. So far as the average individual farmer goes, ne 
perhaps knows less about income than any other class of industry; 
and I dare say, too, that, as you know, he does not keep accoimts. 
He estimates ms income, and therefore in attempting to state what 
the actual income of a farm is, it is a very difficult tiling. I stated 
a little while ago that the companies that loan money, like insurance 
and mortgage companies, have tried to get an estimate from a great 
many factors as to the potential earning power of a given piece of 
land. 

Dr. Carveb. To go back to the distinction Mr. Thompson made a 
few minutes ago as to farm management and rural economics: Farm 
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management is concerned with the internal economies of the farm. 
This question of determining the farmer's actual income has be«a 
investigated by the office of farm management and, in view of that, 
we have not taken that up. 

Mr. Thompson. And I might add they have carried the study so 
far that they are giving tentative returns from some sections of^the 
country. 

Mr. Weaver. Have they pubUshed any data ? 

Mr. Thompson. They have not, I think, made it pubUc excepting 
there is an article by Mr. Thompson of that office showing the results 
of certain surveys. 

Dr. Carver. The agricultural college of Cornell has made some 
report of that kind. 

Mr. Hayes. May I ask, have you any data in your studies regard- 
ing this point, as to the amount of tenant farming in the United 
States ? 

Mr. Thompson. Yes. In its relation to this problem? 

Mr. Hayes. Yes. 

Mr. Thompson. We have, in our short-time loans, divided the re- 
turns as I explained before you came in, so as to get the rates charged 
tenants, the rates charged farmers, and the rates charged business 
men in the community. 

Mr. Hayes. That is what I want to get at. Do your investiga- 
tions disclose whether or not the speculative farms are operated by 
tenants or owners, largely ? 

Mr. Thompson. Of course, if it is a mortgage loan, it will be a 
mortgage held by the owner. 

Mr. Hayes. Of course. But I was wondering how they were 
operating, and whether that would affect the v«uue? 

Mr. Thompson. The rate of tenancy is very high, as you know. 
It is growing and is fairly high in the States like Illinois and Iowa, 
and yet the interest rates there are, as you know, uniformly low; 
but the rate of interest charged tenants themselves, is, of course, 
another problem. That becomes a short-time interest problem, 
and that is one that will be taken up later. 

Mr. Hayes. I was wondering how it affected the general condi- 
tion. 

Dr. Carver. There is no evidence showing it has any great effect 
except, as you know, the rate of tenancy outside of the South. You 
have to distinguish between the South and the North. All through 
the North the rate of tenancy is high where land is most valuable, 
and where land is valuable and becomes standardized you usually 
find a low rate of interest. 

Mr. Hayes. So that speculative farms, to which Mr. Thompson is 
referring, would not generally be run by tenants ? 

Dr. (m^ver. No. 

Mr. Hayes. And this tenancy would be mostly in the old settled 
and standardized lands of the country ? 

Dr. Carver. Not all old settled 

Mr. Hayes. Thickly settled, I mean. 

Dr. Carver (continuing). But where land is valuable. 

Mr. Hayes. And where its value has been demonstrated ? 
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Dr. Cabyeb. And where the farmer can live on his land, if he 
retired. 

Mr. Thompson. Perhaps we should leave this now. This would 
be suggested under the topic "Methods of farming," and the ques- 
tion imi. come up later on, and perhaps we shomd go to another 
topic — ^the distance to market. That could be interpreted in two 
ways, or thought of in two ways — the distance to the money market, 
as such, or the number of middl^oien you have to use in order to get 
to the source of capital, and the other way in which we can deal with 
the same question is the actual distance to the market of the farmer's 
product. For instance, if he Uves away out in the country, far from 
nis local town, less will be known about him and his methods than 
of the man who is nearer by and well known. It introduces the per- 
sonal equation feature, among other things. 

Mr. HAYEfl: His land would be less valuable, of course. 

Mr. Thompson. His land would be less valuable. And so that 
aspect of it becomes evident. Then the distance to market and 
source of capital is important, because it affects the commissions 
charged on loans. For instance, if your source of capital is local, 
you may get along by paying one rate of conunksion. If you have 
to use a local lender for another market — some primary market — 
before you reach your capital, jou pay two commissions instead of 
one* 1 shall bring that out a httle later in connection with ''Study 
of financial agencies." 

Mr. Hayes. Will you also brin^ out as to whether your data you 
have given us includes that commission, or does not ? 

Mr. Thompson. The interest rates I have quoted, as stated at the 
outset, are straight interest. The other questions will be discussed 
separately. 

Mr. Hayes. That is, outside ? 

Mr. Thompson. It is a separate proposition. These rates I have 
given heire do i^ot ioclude, for instance, expenses of borrowers for 
abstract or recording fee and do not include commissions and do not 
iiadiude the difference in commissions', if commissions are enlarged, 
because the company that handles the loan has to handle a great 
many items of expense, like inspjection field agents to look over the 
property, and all that sort of hting. 

Mr. Woods. Do they include taxes on land? 

Mr. Thompson. No. The taxation of mortgaged property itself 
introduces a problem. If you want our conclusions regt rding it 
^md want our findings, there is no doubt in our opinion that the tax 
v>t a mortgage means a so much higher interest rate to the borrower. 

Mr. Hayes. Therefore the rate of interest for Cahfomia, you see, 
includes the tax, because the mortgagee has to pay it there. 

Mr. Platt. So he does in New York. . , ' . 

Mr. Hayes. He pays the same rate as everybody else in California, 
ooie half of 1 per cent. It would not be included in your State unless 
the law requires the mortgagee to see that the tax is paid. 

Mr. Weaver. We do not have anv tax on mortgages in our State. 

Mr. Thompson. I would like to add, and I intended to put it down 
in the different causes of variatioBs — I have a sheet here in which I 
have indicated favorable and unfavorable State le^lation as affect- 
ing this problem. Perhaps that ought to be given a separate category 
apart from the ones we have thus far mentioned, but among the thmgs 
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we included under that would be taxatijon of mortgages. Now, the 
next topic this would lead up to would be, of course, the finamcial 
agencies to handle mortgage loans. At this stage of the discussion 
I should like to state that there are a number of things regarding cm* 
inventory work about financial agencies that we are still working on 
and can tiot give you. There a^e seme things we wish we had on 
hand to-day to show you, but we do not have them. 

Mr. Weaver. Will you« have them later ? 

Mr. Thompson. We hope to have them later; yes. For instance, 
we find that in many States they do not differentiate. The State 
banking department can not give us State banks separate from' pri- 
vate banks. They can not give us the trust companies and sarvme^ 
banks aaad all of them, the number of different kinds, with geogra^** 
ical dlistribution. They gi^ve us a common or general statement. We 
were very anxious' to get, and* believe you would* be* anxious to know 
if we could give it to you, the exact distribution of all classes of banks 
in the country to-day. 

Mr. Hayes. It is very important. 

Mr. Thompson. It is our hope to get that, but we have not got thartJ 
to-day. Another thing I Would like to say about that is this, m the 
reports that the banks make, they do not break up the geneital 
suDJept matter of their loans. They do not differentiartJe between farm 
mortgage loans and real estate loans on city property, but they caH 
it all real estate loans. 

Mr. Pi^TT. The banks, you meaai, in all places * 

Mr. Thompson. Within limits we were aole to get estknates froto 
the companies themselves on the loans they held. But in getting 
our reports from the State banking departments^ we asked them to 
try to cull out from all real estate loans the ones' on farms, and wb 
were not able to get that except in rare instaaices. 

Mr. WooDa. Does the rate you give include the rate on city loansl 

Mr. Thompson. No; we are ignoring that. This^ is* all farm loans; 
We are not paying any attention to city loaiis in our study. Those 
things^ show just what stage we are in m our study of agencies, and 
make it necessary for us to pass over certain things to*day which we 
wish we could take up with yotr. 

Now, the report of the Comptroller of the Currency does give the 
amount of real estate loans hela by each cfess of banks in the country, 
and it gives the percentage that is of the total loans held? bv that class 
of banks; but, as I say, that is a statement of all kinds of real estate 
loans, city and farm, and therefore unsatisfactory to that extent. 
Th^e per cent of. real estate loans varies between- the different classes. 
It shows, of course, that the Mutual Savings Bank runs the highest 
percentage of real estate loans in proportion to total loans held, 
fetocfc savings banks aild mutual savings, both, of course, we the 
highest. 

Mr. Hayes. I would like to know the rate. Doyou h«ve* anything 
showing the rates of those different kinds of banks * 

Mr. Thompson. The percentage ? 

Mr. Hayes. Yes; the percentage of interest. 

Mr. Thompson. Of course this statement I haV-e on rates — I have 
a statement from them, but it is a matter of record you could get 
from the comptroller's report. 
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Mr. Hayes. I did not know but what you might state that the 
.mutual banks had a lower rate of interest than the stock savings 
banks. 

Mr. Thompson. That is a thing I can not say as to the class of 
banks, because the locations of banks are so different. You will find, 
as a rule, when you find a savings bank in Utah, sajr, it is a stock 
savings bank. When you want to look for mutual savmgs banks you 
can find any number of them. There are 630 in all in the Ea«t, up in 
the New England States, New Jersey, and other States on the Atlantic 
coast. There are quite a number of stock savings banks, 1,282^ 
according to the figures I have been able to get, but they are spread 
oyer the country. We started to try to make maps showing the dis- 
tribution of savings banks, and we have gone on far enough to say 
there are many of them in Iowa; but we did not have enough infor- 
mation to make a map possible except in a very few States. We are 
still on that work. 

Of course, the loan and trust company is an important source of 
real estate loans in general, including farm loans. Taking the ^and 
totals of real estate loans, the mutual savings banks lead; and if vou 
put stock savings banks with the mutual, of course, then they lead by 
a large margin. State banks run a Uttle ahead of loan and trust com- 

Eanies the country over in the gross amount of real estate loan^of all 
inds which they hold. 

We tried to get at the main sources of mortgage loans in the differ- 
ent sections of the United States. One line of inquiry, which we 
addressed to all the States and to all the districts in all the States, 
is that of "Source of your mortgage loan'; where do you get it?" 
It would either be secured from banks, from private individuals, 
from insurance companies, through local brokers, or local banks who 
act as brokers, or from real estate or mortgage firms. Then, of 
course, there are State loans in some States. 1 have the exact data 
regarding State loans here, if you want to have it; but I thought I 
would defer that until later. 

Mr. Wbavbb. State banks do not loan money just on short time. 

Mr. Thompson. There are also State banks, as such, which are 
allowed to take mortgage security on their loans, and they hold a 
fairly good percentage of their total resources in mortgage loans. 

Mr. Weaveb. Are they not short- time loans, comparatively ? 

Mr. Thompson. We have the facts here, showing the average 
length of time that the periods run in the different States. Of course 
in some States I have, tne source is mainly State banks, because they 
do not have savings banks. Your banks, as a rule, do not take long- 
time loans. They run out in a year, and then they are renewed, 
renewed, and renewed. I may say we have a record brought us from 
Massachusetts, which shows the statement of one note, which is 
yellow with age, that was made out in 1840. It is still running. 
They have been renewing it systematically from that t'me. 

Mr. Platt. Those renewals do not involve any expense, do they ? 

Mr. Thompson. We have tried to get at the expenses for renewal. 
There is a ^eat variation in that between banks — between banks of 
the same class, and between different types of banks from which we 
tried to get information, and we have an item of information on that. 



BUBAL OBEDITS. 21 

Mr. Platt. In our New York State mutual savings banks those 
loans run right along, and there is no expense connected with it. You 
can go on and pay mterest as long as you want to. 

Mr. Thompson. Where the agency seeks loans they oftentimes use 
that as a means of advertisement, saying if things are satisfactory, if 
your security is kept up, and your farming is proper, we will contmue 
to renew and renew. 

Mr. Hayes. You spoke of State loans. I know the State of 
Oregon loans its school fimd. 

lk&. Thompson. Yes. 

Mr. Hayes. Are there any other States which do that ? 

Mr. Thompson. Yes; we will stop just a minute^nd I will give you 
the information we have here on States. North Dakota has a 5 per 
cent rate. 

Mr. Woods. Do you have the amounts there ? 

Mr. Thompson. Yes; the latest amount available is the one I will 
give you, $1,680,012.05. 

Mr. BiiLKLEY. You are referring now to State funds available for 
loans to farmers ? 

Mr. Thompson. Yes; school funds. The question has come up 
several times, and we might as well finish it at this time. 

Mr. Platt. School funds are not loaned for the purpose of making 
money. 

Mr. Thompson. In agricultural States poUtical difficulties would be 
encountered if anyone attempted to institute a plan Uke that in 
States not entirely agricultural. 

Mr. Weaver. In my State the constitution fixes the rate at 5 per 
cent. ; 

Mr. Platt. Your constitution fixes a great many things that it 
ought not to. 

Mr. Weaver. It is a great constitution. Ambassador James 
Bryce attaches it as an exhibit to his work on the American Common- 
wealth, the latest edition, as being altogether novel and progressive. 

Mr. Thompson. Of course where State loans are thus made, they 
limit the amount of the loans to a certain percentage of the security, 
the value of the land, which happens in North Dakota to be one-third. 

Mr. Hayes. And the same in Oregon. 

Mr. Thompson. Yes. Now, in Oklahoma the last amount I have 
is $4,000,000 plus. I think you said $5,000,000, did you not? 

Mr. Weaver. They have $5,000,000, but they do not loan it all 
at once. 

Mr. Thompson. $4,000,000 is what I have. The rate is 5 per cent 
and the security is one-half. Oregon loans $5,000,000 plus. The 
rate of interest is 6 per cent, the latest I have down, ana one-thu-d 
is the fraction of value they are allowed to loan. South Dakota 
loans $6,000,000, plus. One-third is the fraction of the value of the 
land and 5 per cent is the interest. Utah loans $1,000,000, plus. 
It runs the highest on the security — two-thirds. The interest rate 
is 6 per cent. Indiana loans from its school fund. We do not have 
the amount. It is relatively small. Six per cent is the rate, 

Iowa loans from its school fund, 5 to 6 per cent, four and one-half 
plus. 

Idaho loans $1,500,000, rate 7 per cent, security one-third of the 
value of the land. 
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How many have you now ? 

Mr. Woods. Do you know Minnesota and Texas ? I think you will 
find Minnesota has about $25,000,000. 

Mr. PiATT. Minnesota has a big lot of ore lands. 

Mr. Woods. It is strictly a school fund, and I think you will find it 
is about $25,000,000. 

Mr. Thompson. Loans on farms ? 

Mr. Woods. Loans on real estate. I think it is $25,000,000. I 
may be wrong. Did you inquire into Texas ? 

Mr. Thompson. I made inquiries of all, and I thought I had all the 
data here, but I do not find that. 

Mr. Hayes. Have you any data showing whether or not there have 
been any losses of those school loans ? 

Mr. THOMPSON. Yes; we have written to all the States and have 
gotten answers from them regarding that. We sent an inquiry in 
which we asked a number of questions, and we asked about the losses^ 
and the answer we got is that the losses are insignificant. Uniformly 
the answer is such. 

Dr. Carver. The practice is to be very conservative in lending 
these school funds, and only pretty good farmers get them, who have 
pretty good farms. 

Mr. Hayes. They should be conservative, of course. The practice 
would not be out of the way that the loan would be necessarily less 
than the average loan in the State, because if they had to take the best 
of securities that would necessarily mean a lower rate. 

Mr. Thompson. Of course, for that reason, too, we might perhaps 
note that the farmer who is most in need of a loan is not the farmer 
you reach. 

Mr. Platt. Don't you think this farm-credits agitation is creating 
an impression among a great many farmers that they are going to 
get money without any security, regardless of anything ? 

Mr. Thompson. I shall answer that very defimtely by saying this, 
that we have had to answer dozens and scores and hundreds of letters 
from all parts of the countrv, telling farmers who asked for loans, and 
who asked for terms, and what they had to do in order to get the loan, 
who were under the impression that the Federal Government is 
making loans now, that there is no money available for making loans. 
[Laughter.] 

Mr. Weaver. They had not seen the President's message which 
he read yesterday. 

Mr. Thompson. Now I can take up, Mr. Chairman, if you want me 
to, information regarding some insurance companies and mortgage 
companies, regardmg loans of building and loan associations, or I 
could go on and take up the returns that our figures give us regarding 
other factors besides the long-time rates. For instance, the short- 
time rate. We have tha(t before us. 

Mr. BuLKLEY. Would not that be a more logical development of 
your subject? 

Dr. Carver. Mr. Chairman, I think it would be rather interesting, 
if you are going to have a limited hearing to-day, to take up the build- 
ing and loan associations. 

Mr. BuLKLEY. Very well. 

Mr. Thompson. Oi course the building and loan association prob- 
lem is generally, in its relation to loans, thought of as applying to city 
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groperty. It happens that in recent years in some of the older 
tates, notably^ Ohio and to some extent in Indiana, associations 
that have been in operation 20, 25, or more years have begun to reach 
out into the country and take on farm loans as well as city loans. 

Mr. Weaver. Are there any building and loan associations which 
loan money exclusively on farms and are organized for that purpose, 
and which do not have city loans? . 

Mr. Thompson. There are associations in certain places in Ohio 
that loan primarily on farms, that are organized in a^cultural seo 
tions, and that undertake to work mainly alon^ that hne. 

Mr. Weaver. There are city building and loan associations that 
loan money in the country also. 

Mr. Thompson. Yes. They combine the two. And the men say 
in order to get the right kind of loans on hand you must have both 
the city and farm loans. In other words, they try to equate the 
difference between city and farm mortgages. 

Dr. Carver. To all intents and purposes, where an association is 
organized in the rural district, it is initially a farm-loan association, 
but they do not restrict themselves. 

Mr. Weaver. What I wanted to get at was, are there any exclusive 
loan associations organized for the purpose solely of loanmg money 
on farm lands ? 

Mr. Thompson. I know of none. 

Dr. Carver. If that is their purpose, it amounts to that. 

Mr. Thompson. I perhaps could be more specific if I read from a 
statement that I made out here on building and loan associations, 
and in that way attenipt to quote a few figures that bear on it. 

In addition to improving facilities for long-time loans through the 
widening of the market for the farmers' credit, there is also another 
line of eflfort that appears to yield fruitful returns in improving credit 
conditions. Reference will now be made to such action as will either 
draw more effectively on existing local capital or will encourage the 
sale of local capital oecause of better opportunities of investment. 
An interesting example of the latter is our well-known building and 
loan associations through which a great many laborers in certain 
cities, notably Philadelphia, have acquired possession of their own 
homes. While disaster is associated with some of the early experi- 
ences of a number of the building and loan associations, especially 
those of a national type, it may aSo be stated that the local form of 
organization has demonstrated its usefulness and efficacy in a ^eat 
many regions of the central West. For our purposes it is especially 
interesting to observe how this form or organization has attempted 
to modify its method and organization and its plan of work so as to 
adapt itself to the needs of the farm loan business. This is especially 
true in the State of Ohio, where there are now 650 building and loan 
associations, of which more than 500 furnish loans to farmers that 
aggregate more than $12,000,000. These associations are found in 
82 out of 88 counties in the State. In every one of the 82 counties 
these associations extend loans to farmers and the usual rate of inter- 
est is 6 per cent. The loan contracts are reported by the State depart- 
ment as varying from 1 to 16 years, but in nearly all instances the 
farmers prefer 2 to 5 year contracts, with interest payable quarterly 
or semiannually. This experience in Ohio suggests that there is great 
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opportunity for the formation of farmers' associations that will stimu- 
late thrift, oring together local capital otherwise only partially utilized, 
and do for the upbuilding of farms what these associations have done 
in many places lor the upbuilding of homes. 

Dr. Cabveb. I think tnose figm-es, Mr. Chairman, are rather sig- 
nificant. It is not very well known how much of a business in farm 
mortgages is already d.one by mutual associations, known as build- 
ing and loan associations, doing very much the same thing that has 
been done in France by the Credit Foncier and in Germany by the 
Landschaften. 

Mr. Platt. I think the New York associations have some farm 
loans. There is one in my town, and while it is purely local, I know 
it makes loans outside of the city in the immediate neighborhood. 

Mr. Weaveb. You say they loan $12,000,000 in the State of Ohio 
by these associations. Is there that much money on farms alone? 

Mr. Thompson. Yes; that is the farm-loan amoimt — $12,000,000. 
I would like to add that the building and loan association, at least 
in many sections, is a very different thing from what it was 25 years 
ago. There are many who judge it by what they knew of it at that 
time. 

Mr. Platt. At the time when the old National went up, and they 
were losing money. 

Mr. Thompson. Yes. What we hear of in the way of penalties 
and premiums and renewal fines and other extra expenses attached 
to the early form has been abolished in a great many of our present- 
day associations. 

ilr. Platt. The salient feature of the building and loan associa- 
tion extensions to farmers is the difference in the terms. In the 
case of most city associations the dues are paid every month, whereas 
with the farmers the dues are paid quarterly, semiannually, and, 
in some cases annually. 

Mr. Thompson. Yes. I will explain that briefly, if you wish it. 
The average building and loan association requires monthly dues, 
whereas these that adapt themselves to the larmers' needs must 
provide for quarterly, semiannual, or annual payments. In the case 
of a semiannual loan, where the payments are semiannually, with 6 
per cent interest, they would usually, say on a thousand-dollar loan, 
ask for an additional 6 per cent to pay off a part of the principal. 
That means 6 per cent paid semianually, whicn will be 12 per cent 
for the year. Figuring it that way, the loan will run and will extin- 
guish itself in 12years. 

Dr. Cabveb. Iney have the amortization principle already in 
operation in this country, which is usually understood to apply only 
to European countries. 

Mr. Platt. The difference in the payment of dues is based on the 
idea that the farmers, as a rule, get their money from crops only once 
or twice a year. 

Mr. Thompson. Yes. 

Mr. Platt. Applying that to the sections where farmers are en- 
gf^ed principally in dairying, there is no necessity for that. 

Mr. Thompson. Yes. 

Mr. Platt. And they might as well extend the building and loan 
association features right out. 

Mr. Thompson. Yes. 
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Mr. Hayes. How extensively has this been tried ? 

Mr. Thompson. I have just made a statement, while you were out, 
Mr. Hayes, showing in the State of Ohio $12,000,000 of farm-mortgage 
loans, held by building and loan associations in every one of the coun- 
ties excepting eight of all the counties in the State of Ohio. 

Mr. Hayes. Do you think there is one farmer in a himdred that 
can stand 12 per cent on any large amount of loan? 

Mr. Thompson. That is not the amount of interest. 

Mr. Hayes. No; I understand that; but can he stand 12 per cent 
on any lai^e amount of loan? 

Mr. Thompson. You mean the amortization feature is too heavy 1 

Mr. Hayes. Yes. I want to find out if the thing works success- 
fully for farmers. 

Mr. Thompson. I can bring answers from farmers in Ohio, who 
have used this as a means of paying off their indebtedness, that they 
are satisfied with it. But, of course, what you ask raises a broader 
question, as to the length of time for which farm mortgages should 
run. We have made a study of the nominal length of time. I am 
not able to tell you what the time would be if you count in renewals, 
but we have certain things that point to what it is. For instance, 
one insurance company teUs us their 25-year record is that the average 
lifetime of the loan on farms is less than five years. It varies with 
companies in different sections of the country. Each State has its 
own problem of the factors that enter into how long that loan should 
be, and it is a matter that has to be decided in the light of local 
conditions. 

Mr. Hayes. The information you have of Ohio does not show what 
proportion of the value those loans amount to, does it ? 

Mr. Thompson. They make it a rule not to lend more than up to 
half of the value of the farm. 

Mr. Hayes. But it does not disclose whether they do loan up to 
a half, or a third, of what it is ? 

Mr. Thompson. Of the actual value ? 

Mr. Hayes. Yes; whether it is a half or a third. 

Mr. Thompson. I may say our inquiry, among other things, ffave 
us a number of typical loans, and we took down the amount of tnose 
typical loans from every State we have, in all the different States, 
and we have averaged those amounts by States, and we have averaged 
the amounts of all the States for farm mortgage loans, and we can 
state, therefore, so far as such figures would be any guide, how those 
amounts run. We have the figures for the long-time loans and the 
short-timo loans, as between owners, tenants, and business men, and, 
of course, when we are ready to take up those things we can give that. 

Mr. Platt. Is there any difference between Ohio loans and other 
loans in the expenses of foreclosure that would account for the exten- 
sion of the building and loan business in Ohio, rather than in other 
States ? 

Mr. Thompson. Yes. One important thing in Ohio that affects 
the situation is that Ohio has a very liberal law for building and loan 
associations. That is one thing. They do not restrict a building 
and loan association as dogmatically as most States do. Then, 
another thing which can be said in favor of Ohio and also some of the 
other States is that they have an efficient State inspection depart- 
ment, separate by itself, solely for building and loan associations. 



26 BUBAL OBEDITB. 

Mr. Platt. Separate from the banking department t 

Mr. Thompson. Separate from the banking department. 

Dr. Cabyeb. This matter of the length of farm loans aad the period 
of amortization is one of the most difficult questions to get at, Mr. 
Chairman. Judging by European experience, all of our associations 
make loans for too short a tune, and it is a heavy strain upon the 
farmer. That is only a matter of opinion; you can not get any data 
on it. It seems to be true that the farmer does not want to be 30 
years paying off a mortgage. 

Mr. Weaver. Do not some of them run 50 years in Europe? 

Mr. Thompson. Yes ; and some 75. 

Mr. Hates. Abroad ? 

Mr. Thompson. Two or three companies disclose, I think, that 20 
vears is as long as emj American farmer would want to contemplate 
being in debt. 

Mr. Hayes. I should not think any of them would want to for even 
that long. 

Dr. Carver. Of course a man borrowing only a little, to build a 
silo or something like that, would want to pay it off in two or three 
years. But a younc man buying a farm, who wants to build some- 
thing worth his while, might want it to run for 20 years. 

Mr. Thompson. Of course we are now going into things we would 
take up at some other time if we followed our outline. But, speaking 
of the term of the loan itself, we have the data, as I say, on the averaga 
' period of loans, and we find a bank that has the plan of amortization 
m Illinois, and we find the amount of loans they now have and on 
which they have issued debentures to be 20-year loans. They 
started out earlier to try to have a 30-year loan, but could not make 
it. They have not any 30-year loans. 

Mr. Hayes. You mean there are some associations making such 
loans? 

Mr. Thompson. No; I am speaking now of a particular company. 
There is only one company, I may saj, located at Joliet, 111., which 
is really patterned on the Credit Foncier of France. It is a company 
that secures farm mortgages, which it loaves with a trust company in 
Chicago, and on the basis oi the farm mortgages and the basis oi its 
own credit, because it is an old institution 

Mr. Hayes. They guarantee the loans ? 

Mr. Thompson. They guarantee the loans. It issues debentures of 
varying terms — 1 year, 5 years, 10 years, and 20 years; all kinds of 
debentures. The farm loans they hold are for as long as 20 years. 
Those are the longest they have. This is the only example I know of 
where they have any specific annual charge for amortization, spe- 
cifically called for for that length of time, by any company in this 
country^ 

Mr. Hayes. What is the name of this company? 

Mr. Thompson. It is the Woodruff Trust Co. 

Dr. Carver. It is just a bank? 

Mr. Thompson. Yes; they are organized as a bank, but it is a trust 
company. It is oi^anized under tiie State banking law. It is the 
Woodruff Trust Co., of JoHet, 111. 

Mr. Hayes. I did not suppose we had such an institution ill this 
country. This is very interesting. 
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Mr. Thompson. Th«y leave all their jnortgages with the First Trust 
& Savings Bank of Chicago. 

Mr. IG.YES. That is in connection with the First National Bank, I 
suppose — the First National Bank of Chicago ? 

Mr. Thompson. I think it is. 

Mr. Hayus. Yes; a very strong bank. 

Mr. Thompson. This plan is substantially the Credit Foncier of 
France, and that means, of course, that the credit of the company 
itself, as well as that of the mortgages, is the basis for the debentures. 
I would like to add this, that the issue of bonds on the bajsis of the 
mortgage, the debentures which are sold in the market, has continued 
only since last spring. They were planning and working on it earlier, 
but did not get it in operation until that time, so we have only that 
much experience. The mortgages they have selected now (this is 
significant, by the way), are at present limited to seven of the best- 
established counties in the State of Illinois; and the general agree- 
ment of the company is they wiD not go outside the State of Illmois 
in any case for the issuance of debentures. 

Mr. Hates. The debentures are issued on no particular piece of 
real estate ? 

Mr. Thompson. No; it is a blank debenture on a number of spe- 
cific mortgages held by the trust company, and their own particmar 
credit. But I want to emphasize the fact that they limit it to a few 
counties in the State at present. They say they are going to extend 
it to other counties, or try to. But of course they must find a market 
for th^ amount of debentures they are now issuing first. I may say 
this, too, that in trying to find a market for a debenture of this kiHid, 
restricted to a few counties in the State of Illinois, and also based on 
the credit of the company, it is an institution that has been in exist- 
ence for three generations, descending from father to son in the Wood- 
ruff family. It is an old company m Joliet. 

Mr. Hayes. What interest ao these debentures carry ? 

Mr. Thompson. Six per cent. 

Mr. Hayes. The farmer must pay more than that, then ? 

Mr. Thompson. Oh, yes. 

Mr. Hayes. I mean nis interest rate must be more, or else the bank 
could not make any profit. 

Mr. Thompson. No; the interest rate, aside from the amortization 
charge, which appUes to the principal, is 6 per cent. 

Mr. Hayes. That is in the mortgage ? 

Mr. Thompson. Yes. 

Mr. Hayes. I am getting at what it costs the farmer. 

Mr. Thompson. Yes; that is what I am trying to explain. They 
charge him so much for interest, so much for amortization. I have 
the table right here. 

Mr. Hayes. What I am getting at is what the farmer has to pay, 
and what profit the bank exacts. 

Dr. Carver. The farmer pays 6 per cent. 

Mr. Thompson. Here is the exact statement of it on a thousand- 
dollar loan, the length of the term 20 years. The rate of interest is 
6 per cent, the semiannual payment is $43.26. Double that and you 
have $86.52. Therefore you have more than 8J per cent, counting 
roughly. RoXighly speakmg, he pays annually 8i per cent. 

Dr. Carver. He only pays 6 per cent interest. 
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Mr. Thompson. And 2^ applies on the principal, and that is what 
makes the loan Uquidate in 20 years. 

Mr. Hayes. Of course, if he pays that for the 20 years, he pays 
more than that 

Mr. Thompson. That is the imiform charge for every year. The 
proportion of the payment applied to interest decreases and the pro- 
portion applied to principal increases every year, but keeping a 
uniform payment of $43.26 every half year. 

Mr. Platt. Every year he pays more and more toward his amorti- 
zation and less interest? 

Mr. Thompson. Yes. 

Mr. Platt. The bank does not depend on any difference of interest 

Eaid bv the farmer than that charged to the owner of the debenture 
ond, for profit in any way. It gets the money out of the profit that 
comes in on the amortization, doesn't it ? 

Mr. Hayes. That is what I am getting at. 

Mr. Thompson. I am not speaking of the debentures. The deben- 
tures call for 5 per cent. 

Mr. Hayes. They make 1 per cent out of it? 

Mr. Thompson. Yes; I would like to state, while we are dealing 
with that particular company, that whUe they are trying to unload 
their debentures, in dealing with the public they try to compare them- 
selves with savings banks, holding tney are in that class, and I have 
with me a sample of the kind of argument they use in going before the 
investing public. For instance, savings bank and mortgage-bank 
bonds. Which do you want ? And then they give pointers, giving 
the characteristics of each, and then try to show that while getting 
only 3 per cent in the savings bank you get 5 per cent on the mortgage- 
bank bonds. That is their method of advertising. So far as this 
particular company goes we have not only their prospectus and this 
amortization table, but we also have a copy of the collateral deed of 
trust which they have made out to the Jirst Trust & Savings Bank 
of Chicago, and I think there is one thing in connection with it which 
is especially important and that is the list of technicalities laid down 
in order to hedge about the security of the mortgages. There are a 
number of them, and they are treated in this collateral deed of trust. 
I do not think we need go into that to-day, but there are a great many 
items there that are important. 

Mr. Platt. If you live in a town where the local rate of taxation 
on personal property was 2^ per cent and these debentures carried 5, 
you would only have 2^ per cent left. If 2^ per cent was taken out 
for personal taxation, what would become of them ? 

Mr. Thompson. I do not suppose they would want them. 

Mr. Hayes. They would be as good as 5 per cent railroad bonds. 

Mr. Platt. Yes, that is so. One thing we have got to do is to 
take personal property all over the country and make it an instru- 
ment of credit of aU kinds. 

Mr. Raqsdale. You mean you are opposed to those who own per- 
sonal property paying any ]bax ? 

Mr. JPlatt. That is an entirely different statement. I am op- 
posed to a tax on the instruments of credit of any kind; on that 
kind of personal property. 

Mr. Hayes. It puts the tax on the credit of a man who is least 
able to pay it. 
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Mr. Platt. It reaUy prevents a man from making an investment, 
or else the borrower has to pay it. 

Mr. Hayes. In any case, it is a tax on the man who is least able 
to bear it. 

Mr. Thompson. I take it that perhaps a line you are most inter- 
ested in to-day is the general statement rather than a discussion in 
more detail, and, if so, I shaU pass on to another subject. 

The Chairman. I think we should go ahead witn these things. 
If there are any subjects you wish to conclude, we can come back to 
those subjects later. 

Mr. Thompson. I dare say that perhaps questions will come up 
which will make it necessary to revert to certain lines again, and 1 
will just make a general summary and then come back. 

Mr. BuLKLEY. You have dealt with the mortgagees. 

Mr. Thompson. We have dealt with some of them — building and 
loan associations. We have discussed, briefly, the Credit Foncier 
Bank in Illinois — the Woodruff Trust Co. 

Now, to continue with our discussion of agencies, I will say that 
here is a map which I explained a moment ago. Some have come 
in since, and I will state it again. We have been gathering informa- 
tion from as many insurance companies in the country as we could 
get data from, regarding the amount of farm loans and their geo- 
graphical distribution, and so forth. A great many do not hold any, 
and therefore we have eliminated them. We have taken 15 leading 
insurance companies which have given us the geographical distribu- 
tion by States of the farm mortgage loans which they hold, and we 
have thus distributed by States aU the insurance money from these 
15 companies. We have added it all together in one sum and then 
found tne percentage of that sum which ls in each State, and there- 
fore this map shows the percentage of the total amount which these 
15 insurance companies hold, which is in Iowa, Wisconsin, and so on. 

Mr. Ragsdale. You moan, now, that is the percentage of the rate 
of interest, or the amount loaned ? 

Mr. Thompson. The amount loaned. It has nothing to do with 
the rate. That is a separate thing. 1 hat is the grand average rate. 
I may add that so far as the insurance money goes, it is largely con- 
centrated in the corn belt. It is significant tnat if we use the census 
grouping of States, then the west north central group — there are two 
north central groups; there is the east north central and the west 
north central. The west north central includes Minnesota, Iowa, 
Nebraska, Kansas, and the two Dakotas. Taking the west central 
group, you have three-fourths of the money of these companies. 

Mr. Kagsdale. And that is where the highest rate of interest is 
paid, too? 

Mr. Thompson. No; that includes the territory where the lowest 
rate is and the highest rate is. These loans from insurance com- 
panies are low-rate loans and are restricted to those sections and 
those States where the rates are low. 

Mr. Ragsdale. This table which you have in what you call the 
northwest section, shows 8.9 and up in there. 

Mr. Thompson. That is the average for the State. You are 
looking for North Dakota, are you ? 

Mr. Kagsdale. These are in Montana, and I presume that is what 
you call the northwest. 
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Mr. Thompson. No; that is the Rocky Mountain section that is 
included in that designation. When I say "West north central" 
I am taking these two rows of States; and the east northwestern 
would be here [indicating]. 

Dr. Carver. It is significant; also, that 31 per cent of all these 
loans is in the single State of Iowa, where the rate is low. 

Mr. BuLKLEY. Mr. Thompson, how complete is your insurance 
data ? Have you all of the companies that make farm loans ? 

Mr. Thompson. We have taken lists of companies and written to 
them, and have a great many which say they do not hold farm loans. 
There is one important company omitted. 

Mr. Ragsdale. What company ? 

Mr. Thompson. I do not think I ought to give the name of any 
specific company. You understand that when getting this informa- 
tion the companies were given to understand that it would be treated 
as confidential, and that it was only for the purpose of getting data. 

Mr. Ragsdale. Isn't it a fact that in connection witn the rate that 
is shown there, there is an enormous expense put on the borrower by 
way of brokerage fees and attorneys' lees and other expenses inci- 
dental to the loan ? 

Mr. Thompson. Of these loans? 

Mr. Ragsdale. Yes. 

Mr. Thompson. I am going to read now a paper I have prepared 
on the insurance company situation, which will bring that out. 

Mr. BuLKLEY. Yes; we would like to have you do that, and we 
would like to have you teU us what proportion of the insurance com- 
panies that loan on farms at all are included in your data. 

Mr. Thompson. I tried to state that this is from 15 leading insur- 
ance companies. When I say "leading," they are the companies 
which give the data for farm mortgages. Now, there are large msur- 
ance companies of the East which say they do not have them. 

Mr. BuLKLEY. What proportion does that bear to the companies 
not included in your data ? ^ 

Mr. Thompson. It is a great majority of the companies that do a 
farm-mortgage business. 

Mr. BuLKLEY. Would you say it is 80 or 90 per cent ? 

Mr. Thompson. Fully that. 

Mr. BuLKLEY. FuDy 90 per cent of the companies that do a farm- 
mortgage business ? 

Mr. IHOMPSON. Yes. I should say fully 75, anyway. 

Mr. Hayes. Those companies are all life insurance companies ? 

Mr. Thompson. With but one exception. We have made inquiries 
of both life and fire. I have prepared a statement, which I dictated 
here, which shows the insurance company experience. 

From 15 of the leading life insurance companies in the United 
States furnishing information regarding the geographical distribution, 
by States, of the farms on which they hold mortgages, including the 
total amount in each of these States, we have secured data, the results 
of which are shown on the accompanying map. It will be seen that 
these investments center largely in the States of the corn belt. Iowa 
is the leading State, having 31 per cent of the total amount invested 
by all the companies. The States in the west north central group 
have more tiian three-fourths of all the money invested from these com- 
panies. It will also be seen that very little msurance money is placed 
on farms south of the Ohio River and east of the Mississippi River 
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While the loans seem* g^Wef'AlIy confined to the States of the corn 
belt, it should also be sta^d that they are, as a matter of fact, limited 
to certain counties in each of these States. 

AGBNCIBS THBOUOH WHICH SUCH LOANS ABB PLACBD. 

In general there are two classes of such agencies with which insurance 
companies deal: 

Agencies which make loans on their own paper and afterwards sell 
to insurance companies or other firms. 

Agencies which submit to the insurance company the applicatk)n 
for me proposed loan, which, if approved, is maae out directly to the 
insurance company from the borrower. The latter is usually known 
either as a Correspondent or local agent, and oftentimes he is selected 
from a local bank or real estate firm. However, before such agents 
are selected to submit applications for loans, the territory itself is 
first inspected by the insurance company. If they deem the field 
suitable for loaning purposes, they proceed to determine from time 
to time the conditions under which they will accept farm paper and 
then determine the choice of some correspondent from wiiom thiey 
receive applications for loans. Such a correspondent acte as the agent 
of the borrower. When applications are turned in, the acceptance 
of loans is generally conditioned, namely, it is customary for insur- 
ance companies to demand a year's time within which to make an 
examination of the property in question through their own official 
inspector. If, from the findings of such an inspection, the insurance 
company condudes that the loan is unsatisfactory the local corre- 
spondent is expected to take over the loan at par. I would like to 
add there, of course, that means the insurance company does not 
shoulder tne risk. It is localized with the agent. 

In a number of instances regular contracts are made out between 
the insurance company and the local agency serving as an iater- 
mediary between tneni and tibie farmer ia making loans. A samnle 
copy of such a contract is shown herewith. One company which makes 
no regular contracts takes from the local agencies bonds for the f aitii- 
ful performance of thp ir duties. A sample copy of this bond is sub- 
mitted herewith. Wnere no contract or bond is used, it is usually 
the custom to make an arrangement whereby the insurance com- 
pany may return the loan at any time within a year if on' inspection 
they fin/ the loan undesiraUe. 

USUAL LBNQTH OF TIME THBSB FARM MOBTGAQBS BUN. 

The returns from the various insurance companies show that the* 
usual length of time for farm mortgages is five years. In some in- 
stances they run from 7 to 10 years. This perioa for loans seems to 
have remained unchanged for many years. We asked aU the com- 
panies whether there is any tendency to change, and in all cases 
got th0 answer ''No." Moreover, no particular change in the length 
of time in recent jrears is noticed as compared with former times. It 
is held in certain instances that the insurance companies would loan 
for 10 years rather than five, but that the shorter period is preferred 
by the local correspondent. The latter is declared to prefer the shorter 
period because it enables him to carry on a more profitable business. 

39731—14 3 
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BIGHT OF FBBPAYMENT. 

The usual custom in these loans is to give the farmer a right of 
prepayment; that is, the right to pay off any portion of the principal 
on any interest date. These sums are usually for even hundreds of 
dollars. That is a feature my intention is to make mention of later. 
The right of prepayment is a privilege usually given with the loan. 
It has an effect on the rate. That is, some agencies give a lower rate 
and won't give a right of prepayment. But in some instances the 
mortgagor wants it and the agent gives the right of prepayment. 

Mr. Platt. That is, they will pay the high mterest rate 1 

Mr. Thompson. Yes; they will in order to get it. 

Mr. Kagsdale. That is very reasonable. Take a man who gets his 
money from year to vear. He does not want a permanent invest- 
ment; but wnen his dollars come in he wants to retire his indebted- 
ness. He realizes if it runs along he may put his money in a losing 
investment^ and he might lose his entire farm. I represent a concern 
of that kind, the British Farm & Mortgage Co. 

Mr. Hayes. I wanted to ask you here whether these companies 
represent 90 per cent of the farm loans of the West ? 

Mr. Platt. Yes; what is your 90 per cent? 

Mr. Thompson. I think I said 75 a little later. I think 75 is a safe 
estimate to make in the light of the findings we have, taking all the 
letters we received. Some say they do not have any farm loans. 
That would include nearly all of the companies in New York CJity, 
for instance. 

Mr. Ragsdale. Are you not mistaken about that ? 

Mr. Thompson. I say nearly all. You will find, I think, we have 
at least three-fourths of all the farm insurance money. 

Mr. Hayes. Before you pass from that, I think you have not stated 
to us — we do not want it in any sort of detail, but m round numbers — 
what is the amount of these loans made by insurance companies? 
How much ground do they cover ? 

Mr. Thompson. I have the statement, but it is not on here. We 
can bring that infonnation to you during the next session or can tel- 
ephone and get it at the office. 

Mr. Hayes. That is not necessary. I thought you could tell it in 
round numbers. 

Mr. Thompson. In the sums written here, the three ciphers are 
omitted. I did have the grand total. 

Mr. Hayes. Let us see what the principal ones are. I want to see 
how important this is. 

Mr. Thompson. Take, for instance, the State of Iowa, where we 
have 31 per cent. There we have $249,000, $29,000, $5,000,000, 
$7,500,000, $92,000, $1,000,000, $92,000, $1,333,000, $6,000, $9,000, 
and $2,480,000. 

Mr. Hayes. It makes quite an important matter. I think I would 
like to have the totals. 

Mr. Woods. You will find the two companies you have not men- 
tioned in there have a very large amoimt. 

Mr. Thompson. One company has $17,000,000 in Iowa. The com- 
panies prefer to renew loans because this means less expense than 
arranging for a new loan. Moreover, since land values have generally 
risen, the security for the loan has been improved in the meantime 

The rate of interest varies from time to tune in the same localitv. 
and especially so in tibie different States The usual rate of interest 
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is 5^ per cent in the corn belt However, the rate has been slightly 
upward in the last few years. Where 5 per cent was the rate two or 
three years ago, it is now 5^ per cent In some States the rate has 
gone up from 5^ to 6 per cent In certain States such as Mississippi, 
Oklahoma, and Texas, the insurance company receives as high as 
6 or 6i per cent. 

While the above rates are those shown on the loans held by the 
insurance companies, the amount paid by borrowers includes a num- 
ber of items that raise the rate. Where a local correspondent or agent 
deals directly with the insurance company, only one commission is 
added. However, if in addition the local agent or some other agency, 
such as a mortgage company, takes up a loan before it passes to the 
insurance company, two commissions will be added. There seems 
to be considerable variation in practice in the amount of commission 
charged. As a rule the commission is higher in the States where the 
interest rates are higher. Sometimes the commission is a certain rate 
on the total amount of the loan chained in advance. This seems to 
vary from 2 to 5 per cent. At other times it may be a lower rate 
apportioned so as to be so collected each year together with the 
interest. The commission then varies from 1 to H per cent. 

When a loan passes through the hands of both a local man and a 
loan company, before it reaches the insurance company, the necessary 
steps and expenses may be understood from the following description: 
The farmer applies to the local man, the local man sends the appli- 
cation in to file loan company, the loan company sends their exam- 
iner down to look over the property, and when they make the loan 
thev have to divide their commission or their commission mortgage 
with the local man who sent in the application. Out of their own 
share they have to pay all of the expenses of the business, which may 
be sunomed up as regards any individual loan as follows: 

First. Commission to the local agent for turning the application 
over to them and not to some one &e, an expense partially entailed 
by competitive conditions. 

Second. Time and traveling expense of the examiner. If the loan 
is far away the traveling expense would easily amoimt to SIO, and 
time to, say, $5. 

Third. Examination of the abstract of title and any eflForts to 
straighten title, often involving some time and eflFort. 

Fourth. Drawing papers and getting them executed. 

Fifth. Marketing the loan. 

Sixth. Looking after the collection and taxes, possibly insurance, 
during the term of the loan. 

Seventh. Remittance of collections to and correspondence with the 
owner of the loan. 

Mr. Weaver. And he pays the lawyer's fee in our country in 
addition. 

Mr. Thompson. Yes; there are two expenses of the abstract, one is 
the abstract itself and the other is the examining fee. 

Mr. Hayes. The borrower has to pay, generally, both ? 

Mr. Thompson. Not generaUy both. We have a tabulation here 
of the statement of the two items which shows the examining of the 
abstract is something that the company wants to look after. For 
instance, to be specific, this company I spoke of down in Illinois, at 
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JoUdl^ made aa apeemaot with a certain lawyer in their. StMe» an 
abstcaotor, wheceby to pay him a flat rate of $10 for eiwry abstraqt 
he ejfiMQined. 

Mr. Platt* Have not some* States adopted the Torrens sg^tem, 
which, simplifies the whole thing ? 

Afr. Thompson. Yes; that is one phase I would like to discuss 
with you; but it is always voluntary. One State, and that i& Mas- 
sachusetts, haa gone very far with it. Other States have- take&> 
action, buit the^ use o£> it is. limited. 

W:^ Platt. The owner has to register his own title, and he does 
not wish to do it. 

Mr. Thompson. What I mean is, they do not avail themselves of 
the Torrens privilege. They use the old-fashioned method. If you 
want to go into that, we would have to spend a lot of time on it. 

Mr. Hayss. I do not see that it bears on this question. 

Mr* Thompson. It comies under a specific item we have down. 

Mr. RAGbSDALE. It comes in in this way, that under the system that 
now exists there is on every borrower of the United States a tax, 
and if the Torrens system were used, or any other system, that bur- 
den would be removed from the borrowers' shoulders. 

Mr. TnoMPaoN. Perhaps I should finish the readings of this,| and 
theii if you wis^ tp. tuurB to the. Torrens system we cai> take-it up 
next. 

iifaii BuLKLB¥. Yea. 

Md; TflEOMBSON:. I ma^y say, in compfuriug the- difference between 
country and city loans, of course there are many impo3»taii<y points 
of contrast, which I will undertake to present later. The one I will 
state iM>w isv that thei farmer is not acciistomed* to b«ifii&ess naethods 
and does not w:atch the date of maturity, and the bank is p^ to an 
extra expense- in/ farm loans in cheeMng tkem up. That j^ase of 
the question comes in. 

The nextr subject I have treated is the desirabiKty of farm mort- 
gages as insurance investments. 

The most general objeotion raised to farm mortgages for the pur- 
poses of insurance investment is that they are not a liquid asset. 
One company states: 

In times of stress it would probably be impossible for us to sell a farm mortgage 
or to realize any money on one. It is often stated by those who have farm mortgages 
to sell that the value of the mortgages is always the same and that bonds- may go o& 
ten points or more, but that we can put our mortgs^es into our statement a^.par as 
usual. This is of course perfectly true, because there are no quotations for farm mort- 
gages in the general market; but if we wanted to get par for them, we should not be 
able to do it. 

Another objection mentioned is that the clerical and supervisory 
work connected with farm mortgages is held to be larger tha^ that 
connected with any other form of investment. Regarding this, one 
company writes tnat — 

With city bonds or railroad bonds it is possible to find out by statistics wltat the 
strength of the security is. The only way that you can find out what Hie strength of a 
farm loan security is, is by visiting the farm. We must therefore trust to those, none 
of whom are directly in our employ on a salary, to look the farms over and give us a 
correct r^ort, or we must go and see them ourselves, or lure somebody whose busi- 
ness it shall be to visit them. Here in our office either myself or our financial: secre- 
tary takes a western trip about every year, and while we do not of course lo^ over^ 
all the loans that we have made during the past year, we look over a few of them, 
and we try to keep in touch with the essential features of the situation and with the 
men through whom we are making loans. 
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While the above abjections acre envphasi^ed, there are also oeiftain 
factors 'which seem to m«ke farm mortga^eB e^pedinUy desil^ble as 
investaDients. As compared with city loans, t^ir rdues are dttid to 
fluc^i»tBteiless. In the words of oa3« company: 

WMte ^ey are mote widely spread and harder to watch, they need less watcMng. 
Accdrdiag to another company: 

"We have eome to consider after a very long *Kperien<?e involving irpwkrd of 
$65,000^000 of mortgages, all of which have been paid, both principal and interest, 
that there is no security so fixed or so firm for a trust fund investrnent as soil. 

The sante company, however, also adds: 

Care must be exercised in selecting the territory and also the corespondent 6r 
a^nt or local examiner and constant attention must be 'given to shifting conditions 
within a given field so as to fix with judgment ihe amounts to be loaned per acre, the 
rate of interest to be secured and the character of the prepayment option. 

Comparative rates of farm and city loans. 

It is difficult to maJke any statement on this because of the wide 
variation in the character both of city and of farm property on which 
loans are made. While some companies prefer city loans because 
they have less difficulty in supervising them, other companies prefer 
farm loans on account of their greater stability in value. As to rates, 
one company writes that they are constantly offwed city loans at as 
favorable rates as those received from farm loans. 

That concludes what I have to say in this connection. 

Mr. Hates. It is very interesting. 

Mr. BuLKLEY. We will take an adjournment until 10.30 o'clock 
to-morrow mornmg. 

(Thereupon, at 1 o'clock p. m., the conamittee adjourned until to- 
morrow, Thursday, December 4, 1913, at 10.30 o'clock a. m.) 



StmooMMin*EE ON Banking and Currency, 

House of Representatives, 
WasMngtony D. C, Dec^mler 4, 1913. 
The subcommittee met at 10.30 o'clock a. m., Hon. Robert J. 
BulMey (chairman) presiding. 

Present: Representatives Stone, Seldomridge, Weaver, Hayes, 
Woods, and Piatt; also Hon. Ellsworth R. Bathrick, Representative 
in Congress from the State of Ohio; Dr. T. N. Carver and Mr. C. W. 
Thompson, of the Department of Agriculture. 

Mr. JBulkley. Mr. Thompson has provided a little outline of the 
subjects he is covering in his talk, and distributed copies of it around 
at the places; and I believe it will be serviceable in following him. 

STATEMENT OF C. W. THOMPSON, INVESTIGATOE EUEAL 
OEOANIZATION SEEVICE, DEPAETMENT OF AGEICUL- 
TUEE — Continued. 

Mr. Thompson. Mr. Chairman, the first page in the outline pre- 
sents what we attempted to deal with yesterday. As you will see, it 
takes up. first, the nature of the study, how we have gone at it; and 
then under farm loans is the subject of interest rates; the causes of 
variations in rates; and, thirdly, the sources of mortgage loans. 
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Under the latter we discussed, as you know, the Woodruff Trust Co., 
something bearing on insurance companies, something bearing on 
building and loan associations and farm mortgage companies, and we 
also touched on State loans. I have mentioned in the outline that 
ma{)s are submitted for savings banks. State banks, and trust com- 
panies. They were not submitted yesterday, and are not complete as 
thej are submitted to-day, but 1 do have with me one set of maps 
which show, for some States for which we could get records, trust 
companies, savings banks, and State banks, and thev are at least far 
enough along so that they will help answer some of the questions that 
were raised yesterday regarding the possible eflFect of the kind of bank 
on the rate itself. 

Mr. Woods. You spoke, Mr. Thompson, about having touched on 
State loans. Did you find out about Texas and Minnesota? 

Mr. Thompson. Yes. Speaking of the amount of State loans, my 
impression was that the States I gave covered all States which actually 
loan money, as such, to farmers on farm mortgages. I did not say 
anything about the question raised regarding Texas and Minnesota, 
because I wanted to verify it before attempting to do so. 

So far as I have been able to verify matters smce then, these States 
do not loan money, as such, to farmers; but in Minnesota, where you 
have land sold directly to farmers by the State — ^for instance, school 
lands — the terms of sale involve a low rate of interest — 5 per cent — 
payable in installments extending over long periods of years, and the 
mdebtedness that farmers thus have incurred in relation to the State 
because of the purchase of such lands is a considerable sum. I think 
that is what was in the mind of whoever raised the question yesterday. 

Mr. Woods. Don't they also loan the funds — school funds — m 
Minnesota ? 

Mr. Hayes. You mean general funds? 

Mr. Woods. General funds. 

Mr. Thompson. I don't know what the general practice of the 
State department is in reference to that. 

Mr. Hayes. I was talking to a Congressman from Texas yesterday, 
and he said the Texas school funds amounted to about $30,000,000. 

Mr. Thompson. I think the way it is handled is similar to the 
situation in Minnesota. 

Mr. Hayes. Yes. 

Mr. BuLKLEY. Mr. Thompson, have you studied the question of 
State loans from school funds sufficiently to be able to draw any 
lesson from it in respect to the manner of distributing the loans? 
That is to say, selecting which borrowers should get the benefit of it ? 

Mr. Thompson. We addressed inquiries first to the state depart- 
ments of those States that do loan money in the manner indicated, 
and we asked each of those departments to send us a list of farmers 
holding such loans. We wrote to the farmers in Question in each 
of the States, and from such answers as we have at nand — of course 
the borrowers are satisfied with the loans — they speak highly of 
them; the state departments speak highly of those loans. The 
losses are inconsiderable, and they say that they could loan many 
times over the sums actually loaned. 

Mr. BuLKLEY. That is to say, they have applications for more 
loans than they can ma e * 
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Mr. Thompson. Yes; and apparently could find places to loan 
additional funds which to them would be satisfactory. 

Mr. BuLKLEY. Have you had any correspondence with would-be 
borrowers who have been turned down ? 

Mr. Thompson. No. 

Mr. BuLKLEY. Can you give us any information that would throw 
light on the question of how a State can properly distribute public 
funds? 

Mr. Thompson. The general principle which they follow is, of 
course, to protect the State in every instance by selecting the best 
class of loans it can get; and these commissions, of course, weed out 
as they go along what to them seems insufficient security in relation 
to the amount of loan called for. 

Mr. BuLKLEY. Yes. But I understood you to say they have also 
had to weed out some that had sufficient security, on the ground 
that there were not enough funds to go around 1 

Mr. Thompson. Yes. 

Mr. BuLKLEY. Now, how can they do that ? 

Mr. Thompson. They have to stop when they do not have more 
funds ; when they have funds available for loans they use their best 
discretion in placmg such loans. 

Mr. BuLKLEY. Yes, but that might involve turning down some 
whose security is equaUy as good as somebody who has received 
a loan. 

Mr. Thompson. Yes. But, at the same time, appUcations come 
in which are not of that character, which are under applications they 
can not consider. 

Mr. BuLKLEY. Do you know whether it has worked out satisfac- 
torily in all cases, or haven't you sufficient information to give an 
opimon about that ? 

Mr. Thompson. So far as our information goes, we know of no 
complaint bearing on the treatment that has been accorded indi- 
viduals. 

Mr. BuLKLEY. You have not heard of any charges of any favorit- 
ism? 

Mr. Thompson. No; we have not. 

Mr. Woods. Mr. Chairman, the usual method adopted is to take 
up the applications in the order received, as to the date received, 
and oi course when they find security insufficient they turn that 
down and take the next appUcation up for consideration, as long as 
the money lasts. 

Dr. Carver. I have heard of charges, but no definite information 
to back up these charges, to the effect that a man's political status 
had something to do at times with the opinion as to the character 
of the loan. 

Mr. BuLKLEY. But you are not prepared to say whether there is 
anything in that ? 

Dr. Carver. I am not prepared to say whether there is or is not. 

Mr. Weaver. Have you any information as to whether or not the 
political affiliations of the borrower has resulted in his either receiv- 
ing or failing to get a loan ? 

Dr. Carver. That is just the question. I have heard charges to 
that effect, but I have never found any information to either cor- 
roborate it or otherwise. 
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Mr. BuLKLEY. Have there been enough of those charges to m ke 
it look serious at all ? 

Dr. Carvee. Well, I can hardly say that there has, probably for 
the reason that it is recognized in every State where they have school 
funds that there is only a small amount anyway. It is not a very 
large proportion of the total amount loanea in the State, and the 
man is considered lucky who happens to get a loan. 

Mr. BuLKLEY. And therefore those who do not get any do not 
feel a very keen disappointment about it ? 

Mr. Thompson. What would happen if the State went into it on. a 
large scale, and had to discriminate pretty sharply between good 
and bad loans, I do not know. That, omy experience could determine. 

Mr. Platt. Do they place all loans directly, or do some of them 
loan through banks ? 

Mr. Thompson. Directly, so far as I know. If you will turn to 
the second page in the outline you will find under the first topic, con- 
tinuing the study of farm mortgage loans, the question of added 
expenses. Under that you might consider fir&t abstracts of title. 
There are two kinds of expense attached to abstract of title — the cost 
of the original abstract, and then the cost of examining the Abstract. 
Ordinarily the borrower seems to pay the cost of the original abstract, 
and it seems, too, that ordinarily the lender, or the loaning company, 
or its agent, pays the cost of examining abstracts. The amoimt of 
the cost of the original abstract varies widely, so much so that it is 
impossible to give any general figure as an average. The cost varies 
with the number of transfers made and the nature of the transfers. 
It may be between $5 and $25; it may be $50, $75, or $100; or $150 
or more. Perhaps more generally it runs between $10 and $25. 
The fact that the original abstract is paid for by the borrower 
naturally makes it of interest to know what possible way could be 
devised to cut down that expense, for those who are interested in 
cutting down his expenses. The system ordinarily discussed is the 
Torrens system. Now, I do not know how far members of the com- 
mittee want to take up the discus^n of the Torrens system. I sup- 
pose that something regarding its appUcation in this country, especi- 
ally, would be of interest. Its origm, of coiu^e, is foreign. So far 
as I know it began in Hamburg mahy centuries ago. It has been 
tried in many countries, and in I number of our owS States statutes 
have been passed purporting to, be Torrens acts for title registration 
Among sucn States are California, Illinois, New York, Massachusetts, 
Minnesota, and others. 

Mr. Weaver. It is not mandatory? 

Mr. Thompson. It is not mandatory. 

Mr. Hayes. But you state that but one State has really made any 
progress along that line. 

Mr. Thompson. The State of Massachusetts seems to be the only 
State that has taken advantage of the law to any considerable extent. 

Mr. Platt. What is the trouble ? Is it the expense of it ? Is it 
the expense of getting titles registered, or making entirely new 
abstracts, or what ? 

Mr. Thompson. I think there are several elements that enter into it. 

Mr. Platt. Isn't there a whole lot of duplication in this countnr 
of abstracts made over and over again on fcne same property whicn 
would be totally unnecessary, under the present system ? 
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Mi.THomB&ON. Yes. If you want a brief statement of the reasons 
{or sbi£tmg over from the present plan and reasons for takmg on the 
T<»r&na ^^eixXy {p^afixffs it couid f>e s^nKOoariaed. 

The present recording system makes it necessary, as you penhaps 
^H iksy&Wy to r/OQord jaostnixutents or ^onyeyanoes with thie pqgistBr of 
deeds. These deeds or other conveyances are copied in the office of 
the register of deeds, and then the conveyance is turned over to the 
owner. Ibe same is true of moirtg^ges or other attachments of 
property, generally. Now, whenever anv transfer is to be made, it 
is necessary to go over the record of all the transfers back to the 
ordinal graatoor— the Oovemment — in order to establish a clear 
title all the way down to the owiier who ds supposed to -be the grantor 
jn the^ale; and tan eaiumeration of all those links in the chain is what 
is known as an abstract of title. It is a long document in those oases 
where many transfers have been made, and it is a difficult do^iment 
to maike up wherever the transfers have involved difficulties. 

Dr. Cabvbb. May I say something about that — jiiflt a word ^about 
Massachusetts ? Tne expense of having an abstract made out once 
and for aU is considerable. After that, of course, when it is accepted 
by the State, the State roisters the title. Then there is no further 
expeiise. But, while a good many pieces of property have already 
been registered, that initial expense, as somebody indicated a few min- 
utes ago, hinders some from registering their property. As an example^ 
I recently invested a microscopic sum in a place in Cambridge, and the 
place already had a mortgage on it held by a savings bank. I found 
that it is pretty generally considered sufficient if a savings bank has 
accepted title, and the purchaser does not ordinarily insist on having 
an abstract. He simply takes it on the assumption ifc is good or the 
savings bank would not have accepted the mortgage on it, and that 
was cheaper than to have an abstract made up. If you once go to 
the expense of having a complete abstract, tnen you can have it 
recorded and no further expense is necessary. But in many cases it 
is cheaper to go along without that than to nave it registered. 

Mr. Platt. That brings up just the point I was thinking about. 
For example, a man in New York or Massachusetts makes a loan and 
then an abstract is made. Now, is there not any provision in these 
Torrens laws by which such abstracts as that can be registered on 
the spot ? 

Mr. Thompson. It varies in different States; but the practice in 
the States where the Torrens law has been enacted is that, in order 
to make it a final title, if accepted, you have to institute a suit to 
quiet title, and that has to be a suit in some court of record. In 
Massachusetts they have such a court, a central court for the State. 
Otherwise he would have to institute a suit in the superior court of the 
county, making defendants of all who are claimants in any way against 
the property and any fictitious claimants may be named, too, in order 
to have an action against them. Then, after that action has been 
taken, it becomes prima facie evidence of title. 

Mr. Platt. There is no farmer under the heavens that would do 
that. 

Mr. Thompson. To institute the suit ? That becomes necessary 
under the practice in the various States. 

Mr. Hates. Then, after you have done that and gotten your judg- 
ment, which is only prima facie evidence — after you have done that 
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Jou make other conveyances, and the tune will come when yon will 
ave to do that same thing over again. I was thinking, wnile you 
were talking, that I did not see where any permanent improvement 
would come in. 

Mr. Piatt. The other conveyances would not have to go any 
further back than that. 

Mr. Hayes. I know that. 

Dr. Cabveb. When your abstract is registered, it absolutely does 
away with it. 

Mr. Thompson. If I may make a statement regarding the features 
in the Torrens system that stand out, possibly it wUl help regarding 
this particular point. Under the present recordmg plan title passes 
with the turning over of the conveyance. Under the Torrens plan, 
title passes only after the convevance has been deposited with the 
office of the register of deeds and. after he has issued a certificate of 
title, and that comes into the possession of the buyer. Then title 
passes; not before. 

Mr. Platt. That is final. 

Mr, Thompson. That is final. 

Mr. Hayes. That, of course, would necessitate that the register of 
deeds, in etvery case, must be a profound lawyer. Otherwise, it 
would not be safe. 

Mr. Platt. It means the State guarantees the title. 

Mr. Hayes. That is what it amoimts to. 

Mr. Thompson. There is a hazard involved after title has been 
acted on by the court, and in order to meet that hazard which you 
speak of several plans have been considered. One is that the owner 
must give a bond to the State, as is true in Cahfomia, to protect the 
title. Another plan is, in some countries, to have a fund established 
by the State from which to draw, a sort of insurance fund against 
the losses involved in this way. That hazard is one of the proolems 
that has to be met. 

Mr. Hayes. Then it all comes down to this, that the question of 
whether or not it would be a saving to the borrower would be largely 
problematical. I do not see it. 

Dr. Cabveb. The State bears the expense. 

Mr. Hayes. You have to put up a bond, and have to pay a charge 
or something of the kind, and I do not see where it comes in. 

Mr. Thompson. The presumption is that that cost is less than the 
present cost to the individual who buys an abstract each time. 

Mr. Hayes. I do not know how it is elsewhere, but in the State 
where I live and in Wisconsin and the District of Columbia, when a 
man gets an abstract once he never has to get another. He only 
needs to have that brought down when he makes a transfer, and 
the charge for that is very nominal. 

Mr. Thompson. That is true under the Torrens system. 

Mr. Hayes. That is a fact under the present sjstem. 

Mr. Platt. That is true of a good many business men, but it is 
not true of the man who holds the property for 15 or 20 years and 
loses that abstract and has to have another abstract made up. Of 
course, if he borrows money from a saving bank, the savings bank 
keeps the abstract and it is not lost; but if he keeps it around in a 
bureau drawer, somewhere, it gets lost. 
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Mr. Thompson. It perhaps ought to be stated, too, that under the 
Torrens plan of recording, that item, of course, is done away with 
and the instrument itself is left at the office, and, therefore, that ex- 
pense is cut down; and the recording charge is nominal under the 
Torrens system. 

Mr. Hayes. It is nominal under any system. 

Mr. Platt. I suppose lawyers do not enthusiastically insist on the 
registration of title, do they? 

Mr. Thompson. The question was raised as to why there is oppo- 
sition to the introduction of the Torrens system. I should answer it 
under various heads: First, I think in some States the laws have 
been drawn up rather loosely; their constitutionaUty has been chal- 
lenged, and in some cases they have been declared unconstitutional 
because of the looseness with which they have been drawn up, and 
that condition has tended to lead to a lack of confidence in it. Sec- 
ondly, borrowers are naturally more or less soUcitous about the vahd- 
ity of title and don't know whether they want to take a chance on 
that with a new system. They know the old system is vaUd, or think 
it is, and that deters them. 

Mr. Hates. It is a plan that is only prima facie evidence of the 
title, which does not cut off possible htigation at all, or the possible 
losing of your title. 

Dr. Cabvee. Under the Torrens system, however, the State beats 
the expense of htigation, and if the State guarantees the title the 

Eurchaser can rest easy because if the State guarantees it the State 
as got to defend it. 
Mr. Hayes. But the borrower whose interest we are thinking of 

{*ust now probably would have to give a bond, or something, to reim- 
>urse the State. 

Mr. Thompson. He would not in that case. There are two alter- 
natives. The giving of a bond by the investor is one way of meeting 
the hazard, and for the State to give it is another. I should add a 
third explanation, possibly. There are interests that have opposed 
the introduction of the Torrens system verjr consistently. I snould 
call them vested interests, because they are interests that profit now 
by the business as it exists under the present system, and a business 
winch would be cut down materially under ^he Torrens system. 

Mr. Weaver. You mean men who engage in making abstracts ? 

Mr. Thompson. Yes. 

Mr. Platt. And lawyers generally ? 

Mr. Hayes. I would not say that, unless they are interested in 
passing on abstracts. They are men that make that a business. 

Mr. rLATT. Most lawyers do more or less of it in small towns. 

Dr. Carver. In one sense this means a State doing what a really 
responsible title company does, except a little more — ^it guarantees 
that the title which it registers is good. 

Mr. Hayes. The title companies do that now in the District of 
Columbia. 

Mr. Platt. The State laws provide that the State savings and 
loan associations shall make no loans on property except property 
which is registered. That fixes that. 

Mr. Thompson. Well, of course, the Torrens system, so far as it is 
an American system, is a matter that has been taken up by the 
States entirely/ 
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Mr. Platt. jTou might put that in the banking and currency 
bill — that no farm loans should be made except on this regiBtered 
property. 

Mr. Haybs. If you are entirdiy satisfied, it would be an impro^v^e- 
ment. I must confess I am not. I am not a practicing krwyer, iKud 
it is no selfishness with me. I have not practiced for 15 years. 

Mr. Thompson. I did not get your suggestion. 

Mr. Platt. I sav it might be put in the banking and eanmcy 
bill that no loans should be made except on registered property. 

Mr. Haybs. I think it would be very dangerous in substitrutixig 
the register of deeds for the courts in determinmg titles. 

Mr. Thompson. Of course it means that the State atssumes the 
risk. 

Mr. Platt. Of course, I am not serious. The States, in some oases, 
have had to pass laws validating title in certam cases. In my State 
abstracts do not so back more than 40 or 50 years. The7 could go 
back a couple of hundred years and get into all sorts of difficialtieB. 
You are bound to get breaks in the ^ain, and laws have bad to be 
passed making those things right. 

Mr. Thompson. There is one other thing to be said, and that is 
that the demand for the application of the Torrens system has come 
mostly from those parts of the country where transfers are most 
frequent. Chicago is an example. It is in operation in a limited 
way in Illinois, m Cook County, and, of course, in Masaadiusetts. 
Deeds and transfers of that kind, I understand, are mcreasing th«are 
rapidly. 

Dr. Carveb. Taking an extremie case of the disadvantage of the 
thing — having a system of this kind — there are some of the small 
properties in Europe, in the Rhine country, where the difficulty of 
establishing title is so great that the actual cost of the deed is some- 
times greater than the cost of the land itself. 

Mr. Hayes. In that country they have no statutes of linutations 
or anything of that kind, or, if they have, they aa-e very long. 

Dr. Carver. Of course, we are not so badly off as that, but I am 
shnply showing an extreme case, which interferes with the transfer 
of land, because in that case the man has got to pay twice as mu«h 
as the land is worth and therefore they do not transfer it. 

Mr. Haybs. In California they eliminate all that trouble by mak- 
ing the statute of limitations short, and making a claim of title for 
6 years a bar, or 10 years' possession without claim of title — ^if he 
has exclusive and adverse possession for 10 years, that settles his 
title. 

Mr. Thompson. Now, unless there are further questions on the 
Torrens system, I will go ahead. 

Mr. Platt. Is it not going to be almost necessary to have eome 
better method of registering or setthng title matters before we can 
do anything that will be as valuable, for instance, as was done in 
Europe along this Kne of credits ? 

Mr. Thompson. In the case of the Ijandschaften, the Local Land- 
schaften itself has the power of a court of record, and in foreclosing, 
therefore, preventing any delay. 

Mr. Hayes. Of course you never can adopt anything Uke that in 
this country. The people would not stand for that. Patemahsm 
of that sort would not be permitted. 
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Mr. Platt. It seems you have got to cut down the e:x^e!iise. 

Mr. Hayes. I know, but you would not want to stand for a neigh- 
bor taking aw6^ your land. 

Mr. Platt. That does not apply; there is a right of redemption. 

Afe. IlAYEie. Oh, yes it does. 

Mis. ThoiaaPson. Beyond a* certaia time it does- in this- case, yes. 
It has the power of a court. 

Afc; Platt. The Laaxdachaf tten ? 

Mr; Thompson. Yes, it has been given that. 

Mr. WooBs. How l^ng- a time is it ? 

Mr. Thompson. It is a very short time. I forget the number oi^ 
days. That raises another question — ^namely, that of the desirability 
of a, rapid or protracted foreclosure for different sections of the^ 
country; and, I am not sure but what the method followed, especially 
in those States where the landowner is not a business man and where 
he has to deal with those business men who are far superior to him in 
ability and therefore perhaps can get the best of him — I am not sure 
but what delays in foreclosure, wii^in certain limits, are necessary in 
bis behalf. It is a different thing if you have a uniform situation 
^bai^iall who omm* land and pass title are up on such matters, and 
where you. can ^t things done veiy quickly in a businesslike way. 
But where one side of the contract is not of that kind, it is possible^ 
in order to protect him, that delay for that reason is advantageous. 
You are ^mighing against that land of protraction the advantaj^e 
which coiaeies: from quick; transfers. Then theite is the next topic 
wMch I have down here that involves expenses, which is the. record- 
ing fee. It is a small item, and it is usually paid by the borrower. 

Mr. Hates. It can be regulated by statute, as it is in Califomia. 

Mr. Thompson. Yes. There is just one thing connected with that 
I thought might be of interest to those^who are not familiar with iti 
I caa mention it in this connection because I do not know of any 
other place where it perhaps can be brou^t in. In one/ State they 
have statutory forms of various instruments, such as the mortgage. 

Mr. Weaver. They do in a number of States, do they not ? Is not 
that true in the West ? 

Mr.' Thompson. Not generally in the West, as I understand it. 

Mr. Weaver. In Cahfoniia and Wisconsin it is; I practiced law 
ui both States. 

PMr. Thompson. In a number of States they have it. The advan- 
tage there semns to be in having statutory forms of transfer is that 
they are shoFter; they are unSorm everywhere, and the cost of 
recor&ng, which would be increased with the length of the instrument, 
is therefore less. 

Mr. Weaver. It is less in another way, because the forms are 
printed in the record books, and they simply have to be filled in; 
there is just a httle writing. 

Mr. Thompson. Yes. Is there anything further about that? I 
just put it down as one of the items of expense more than to discuss 
it. The other expense is the one we touched on yesterday, that of 
commissions. 

Mr. Platt. In my countrv you often have to go and get the land 
surveyed before you can tell anything about the title. The lines do 
not run around the ranges; they run around old stumps that have 
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been rolled around there, so that it is hard to tell anything about 
them. 

Mr. B!ayes. There is a good deal of that in CaUfomia. 

Mr. Weaveb. The same with Texas. 

Mr. Stone. The suggestion was made that a system could not be 
devised unless some system of registration of deeds was carried along 
with it. 

I can hardly see why that should be necessary when, if it is to be 
a cooperative plan, wnere the responsibiUty is not individual but 
on the association that is formed, their credit would be sufficient to 
satisfy the source from which the money is secured. 

Mr. Platt. The association itself does not want to take any extra 
risks on title ? 

Mr. Stone. That is true. But if there is an organization in a 
particular community and there is a group responsibility, and that 
organization seeks to get money for the. use of individuals in the 
organization, it would seem that if the organization was satisfied 
with the title of the person wanting the money, and the person from 
whom the money was secured, or the institution from which the 
money was secured, was satisfied with the responsibility of the oi^ani- 
zation, that it would not matter whether there was a uniform system 
of registration or not. 

Mr. Thompson. That assumes, of course, that the security is not 
only the mortgagors themselves — that is, the land itself — but it 
assumes a separate responsibility in the name of the association. 

Mr. Stone. Yes. Of course, I understand there can be organiza- 
tions with individual responsibility exclusively, or there can be com- 
bined responsibility of the individual and the entire membership of 
the organization, and it would seem if those two persons are satis- 
fied — the person doing the lending and the organization that is 
making itself responsible — it would not matter whether there was a 
particular system of land registration or not. 

ifr. Hayes. Oh, yes; because the association would have to be 
satisfied. 

Mr. Stone. I say if the association is satisfied. 

Mr. Hayes. Yes; but it has to be satisfied by the same method 
the individual would be satisfied by. 

Mr. Platt. It is all a question of the running expenses of the 
association. 

Mr. Stone. Of course it is to be assumed that the association that 
makes itself responsible will examine the title and satisfy itself. 

Mr. Platt. The expenses of so doing will be charged against the 
borrower, and that is just what we want to avoid. 

Mr. Stone. Of course we want to avoid that; but shall we have 
no system at all because we can not have the cheapest possible 
system ? 

Mr. Platt. Oh, no. 

Mr. Stone. It would seem possible that a system of securing 
cheaper credit could be obtained, at a much less expense than pre- 
vails in some of the States, even if this added expense of examining 
titles could not be eliminated ? 

Mr. Platt. But in the case of small loans to small farmers the 
expense of examining titles is sometimes a great big item. 
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Mr. Stone. I was merely challenging the statement that we could 
not establish a system at all unless we established a system which 
carried with it a system of the registration of deeds. 

Mr. Thompson. One thing involved in calling for an improved 
system of re^tration^ in order to have the association's work carried 
on, is that the investor will not buy the bonds, unless he knows that 
the security underlying the debentures is valid in every instance. It 
is for that purpose; it is to appeal to the investor, to get him to buy 
the bonds, that a quicker movement is made possible — a more rapid 
foreclosure is provided. 

Mr. Stone. Do you agree with the statement of Representative 
Piatt that a system of land credits can not be devised unless a system 
or registration of deeds is first authorized ? 

Mr. Platt. I did not say that, of course. 

Mr. Thompson. As Mr. Platt denies the statement, of course it is 
not necessary for me to answer the Question. 

Mr. Stone. That is the understanding I had of the statement of 
Mr. Platt. 

Mr. Platt. Of course we could devise a system, but it would be 
more expensive than it needs to be. 

Dr. Carver. Unless you can attract the funds, the capital that is 
now invested in ordinary bonds and stocks, into the purchase of 
these debentures, you can not get as low an interest for farm loans 
as you ought to get. Could not that be a reasonable presumption ? 

Mr. Stone. I think that is true. But our systems — even the 
statutory deed makes the matter of abstract a very easy one, as 
suggested about Texas and Oklahoma, and vet the rate of interest in 
OHahoma will be 8 to 15 per cent; and in Illinois, where they do not 
have the statutory deed, it will be from 5 to 6 per cent, as your tables 
show. So it indicates that that is not such a controlling factor 
after all. 

Mr. Thompson. It is only one of a great many factors, and it is 
mentioned in this summary simply for the purpose of enumerating 
the expenses now involved in the present methods of transfer. 

Mr. JPlatt. How about the commissions ? 

Mr. Thompson. Commissions is the next topic indicated in the 
outline, and the methods used are either to charge the commissions 
in advance as a cash item or to make them annual payments running 
alongside of the loan itself. The figures we have been getting on 
commissions and the information secured regarding the practice 
seems to point to this, that in the newer regions, where hazards are 
greatest, it is customary to have two notes made out — a first mort- 
gage which goes to the lender and a second mortgage which covers 
commissions and goes to the local dealer. We have examples brought 
to our attention from certain new States where the first mortgage 
runs 6 per cent and where the second mortgage runs as high as 4 per 
cent, making the total annual payment 10 per cent. In the older 
States the commission is very much less. If it is an annual payment, 
the advance cash payment may be as low as 1 per cent or even less. 
And the annual payments seem to vary accordingly. 

I think perhaps we might go along now and cover very hastily 
some other matters. 

Percentage that the loan bears to the security.. The grand average 
from all the States, without weighting anything, is a little over 49 
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per cent. We do not find that the arverages as between diff€d^nt 
States vary very much* 

Mr. Hayes. Forty-nine per cent? 

Mr: Thompson; les; 49 per cent. 

Mr. Hayes. There can not be any objection to thAt. 

Mr. Platt. It would affect interest rates, I should think. 

Mr. Thommox. The variations between the States sometimeB^ mrf 
in the thirties; 37 per cent and up as high as 57 pef cent are thef 
averages. In other words, the play on averages is a margin of 20 
per cent. 

Mr. Hayes* Do all high averages come in the arid States ? 

Mr. Thompson. I tried to see if there was any connection betweeiif 
this per cent and something else, and I find nothm^that I cai^ connect 
it up with. I find, for instance, 54 per cent in New Hampshiire; I 
find 48 per cent in Michigan; I find 44 per cent in Kansas; 1 find 50 
per cent in North Carolina and 52 per cent in Alabama. 

Mr. Weaver. What per cent in my State? 

Mr. Thompson. Oklanoma 44J per cent. 

Mr. Weaver. The same as Kansas, practically? 

Mr. Thompson. Yes; and so on. 

Mr. Hayes. And in Califomia? 

Mr. Thompson. Califomia is 50 per cent. 

Mr. Seldomridge. Colorado ? 

Mr. Thompson. For Colorado 44 per cent is the average: 

Mr. Hay'es. All those figures will bi& printed' later on, Mfr. Chair- 
man? 

Mr. BuLKLEY. Yes; I think we had bfetter insert all of them in the 
record. 

Mr. Thompson. The next is purpose of loans; As to purpiose of 
loans, so far as real estate' loans go, they seem* to come under three' 
general heads: To improve, to purchase, and to refund. The varia- 
tions between those purposes ai^ very milrked-. 

Mr. Hayes. These are the long-term loans ? 

Mr. Thompson. Long-term loans. The averagO the couatry ovei* 
seems to be 49 per cent to improve, 28- per cent to pui^chase, and 23 
per cent to refund, from the data we have. 

Mr. Hayes. That is pretty good. 

Mr. Platt. How is that, again? 

Mr. Thompson. Forty-nine per cent to improve, 28 per cent to 
purchase, and 23 pe r cent to refund. Of course, for tne different 
States it varies. We had time to compute the average only for the 
total. 

Regarding the renewal of loans, we find that the average from all 
the answers from all over the country as shown by the returns, is 74 
per cent renewed and 26 per cent not renewed. 

Mr. Hayes. In other words, 26 per cent is paid off when the loan 
matures or is foreclosed ? 

Mr. Thompson. Yes. Regarding the tendency to change term of 
loan — the inquiry regarding that — the answer is almost general that 
there is no tendency; 90 per cent so reported, 

Mr. Hayes. What do you mean by that — tendency to change the 
term of loans ? 

Mr. Thompson. I mean instead of making 5-year loans, the ten- 
dency to make a 10-year loan or a 3-year loan. 
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Mr. Platt. In other words, you do not think there is any demand 
for a change for long-term loans' like they have in Europe? 

Mr. Thompson. Tne actual practice of making loans has appar- 
ently been to keep up the same figure, generally. 

Mr. Seldomridge. Has that tendency been tne outgrowth of prac- 
tice or custom, or rather has it been the result of conditions ? You 
speak about the tendency not being to make long-term loans. Would 
not the fact it has been unpossible up to this time to make very long 
term loans make it impossible to designate the term 5 or 10 years ? 

Mr. Thompson. There is one matter I would like to present, bear- 
ing on the last statement. We have been informed from certain 
loaning classes that they would call for a 10-year loan, where the 
local agencies arrange for, say, a 5-year loan. It would seem that 
the local agency being a retailer, naturally wants the shorter term, 
because it mcreases the rate of the turnover ? 

Mr. Seldomridge. And the commissions ? 

Mr. Platt. As a rule, yesterday you said that they did not get 
commissions on a renewal. 

Mr. Thompson. This may mean negotiation of new loans — ^making 
a loan for five years and arranging for a new loan. Of course there 
would not be a special renewal charged. 

Mr. Weaver. I would hazard the commission man would get all 
he can, and they usually get another commission when they can 
arrange it. 

Mr. Hayes. In most cases that it not true, because as soon as the 
loan is concluded and turned over to the mortgagor, the commission 
man is out of it. 

Mr. Platt. It is certainly true of savings-bank loans in the East. 
A borrower pays more attention to it; and it goes on for years. 

Mr. Thompson. That renewal, of course, is conditioned on the 
upkeep of the property. 

Mr. BuLKLEY. At that point, Mr. Thompson, I wish you would 
give us a httle statement about whether it is necessary to keep the 
terms short on account of changes in land values, wnether due to 
movements in population or deterioration in soil ? 

Mr. Thompson. Naturally the lenders will want to arrange the 
terms of loans in such a way that they can check up effectively from 
time to time. 

Mr. BuLKLEY. How serious an impediment is that going to be in 
arranging for long-time loans, such as we are talking about ? 

Mr. Thompson. I think it will make a very serious impediment in 
new countries where farming methods are unstable and fluctuations 
are more frequent. 

Mr. BuLKLEY. Are you prepared to give us some examples of 
fluctuations from different causes ? 

Mr. Thompson. Well, a number of things occur to me, and yet I 
am not sure that they would apply to the things you speak of. I 
have in mind, for instance, the hazards that went with loan compa- 
nies back in the eighties and the nineties, and that includes many 
other factors as well as this particular factor. For that reason, I 
hesitate ta mention it simply for this purpose. It has a bearmg 
more particularly on debentures rather than the mere question of the 
length of the loans. 

39731—14 1 
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Mr. BuLKLEY. Are there many instances where owing to move 
ment of population land values have gone down ? 

Mr. Thompson. I beg your pardon? 

Mr. BuLKLEY. Are there many instances where land values have 
depreciated, owing to movement of population ? 

Mr. Thompson. We have notable mstances. Of course, it is more 
marked in the cities than in the coimtry districts. 

Mr. BuLKLEY. Of course, I know of a great many instances in the 
cities, but what I am trying to find out is whether that is true in the 
case of farm lands ? 

Mr. Thompson. I have no specific data that I can submit now on 
that. 

Mr. Platt. You can get from the agricultural departments of the 
Eastern States a list of abandoned farms that run into the thousands. 

Dr. Carveb. I think that would not necessarily mean, Mr. Chair- 
man, that the land has depreciated because population has shifted. 
The population has shifted, more probably, because the value of the 
products has become so low they are hardly able to make a living 
off of the farm. 

Mr. Platt. I do not think that is true. It is because people have 
found they could ffet land for nothing somewhere else, and they have 
left the land they have. 

Mr. Hayes. I want to ask you if you have any data or have made 
any investigation of the debenture schemes of the eighties, where, as 
I recall, mmions of dollars were put out and great losses sustained. 
Have you anything to show what the cause of that was ? 

Mr. Thompson. We made some study of that. We have not car- 
ried it as far as we would hke. We have addressed inquiries to com- 
panies that held those debentures. We are somewhat familiar witJi 
the conditions that obtained in the earlj eighties and nineties, and 
we know how those companies were organized which isstied debentures 
and perhaps the conclusion should be stated this way: That the 160 
companies or so which issued debentures then were absolutely under 
a laissez faire policy. There was not anything to check their opera- 
tions except caveat emptor — -buyer beware of the secmities — and the 
result was that because they were able to unload secmities in that 
way, imder the conditions which, as you know, led up to 1894, with 
the general conditions of depression which came in 1894, all except 
three of those companies collapsed. 

Mr. Weaver. Three out of one hundred and sixty ? 

Mr. Thompson. Yes. 

Dr. Carver. I would say, Mr. Chairman, these companies were then 
in very much the same condition that the banks were back in the 
thirties. There was no inspection, no guaranty, except their own 
business integrity, and that was not always what it might have been. 

Mr. Hayes. Tnen I judge from what you say that you regard the 
cause of that failure as* poor loans ? 

Mr. Seldomridge. Was there an overdemand for these debentures 
at that time ? Was the country absorbing them readily ? 

Mr. Thompson. They were purchased by a considerable number of 
trust companies and savings banks up and down the Atlantic coast at 
that time. 

Mr. Seldomridge. They offered very large and profitable invest- 
ment ? 
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Mr. Thompson. Yes; but these same companies, at least 17 to my 
knowledge, were very much frightened by that experience. 

Mr. m)ODs. Mr. Chairman, I have made somewhat of an investi- 
gation of that particular subject, and my conclusion is that the real 
cause was the loaning of too much money oh the security^ and the 
greed and avarice of the companies for commissions — practically the 
the whole cause. 

Mr. Thompson. All of which goes back to the lack of inspection. 

Mr. Woods. No; the local men made inspection, but their greed for 
commission warpea their judgment and warped their statements. 

Mr. Thompson. It is parallel withthe banking system. 

Mr. Hayes. What rate were they made on, do you remember ? 

Mr. Thompson. I would not w^ant to state witnout looking it up. 

Mr. BuLKLEY. Can you give us some instance of the depreciation 
of f arm-land values owing to unproper farming methods ? 

Mr. Thompson. That is the same question you put a little while 
ago, Mr, Chairman. 

Mr. BuLKLEY. I have in mind, there were at least two reasons why 
farm lands might deperciate in value — one the question of the move- 
ment in population and the other because the soil had been over- 
worked or improperly worked, and I wanted to get a line on both of 
them so far as you are able to give it. If you can not give us that 
information now, and can find it later, w^ would be very glad to get 
it at any time, because it seems to me it has some bearing on the term 
for which loans can be made. 

Mr. Hayes. I want to ask you another thing, before we pass this 
point, about what you spoke of last. Fromyour figures here you 
say that 74 per cent had been renewed. Would it not be a fair 
presumption that in most cases where there has been no change in 
conditions the loan for five years can be made a loan for 10, or longer, 
as the borrower desires ? Is not that generally the fact ? 

Mr. Thompson. Possibly so. 

Mr. Hayes. Well, 74 per cent renewed would indicate that a very 
large proportion of them are, as a matter of fact, renewed ? 

Mr. Thompson. Yes. 

Mr. Hayes. And here you have 23 per cent refund; so that it 
would appear that very few were pressed to the point of foreclosure 
or taking their property away from them ? 

Mr. Thompson. Yes. 

Mr. Platt. In the States where the interest rates are lowest is the 
tendency to renewal greatest, or where the interest rates are highest ? 

Afo. Thompson. We find the shortest loans generally in the country 
where the hazard is greatest. 

Mr. Platt. Where the interest rate is high ? 

Mr. Thompson. Yes. 

Mr. Platt. It occurrs to me that the rate of interest would have a 
great effect on that; that if a farmer got loans on a low rate he 
might not care to pay his loans off. He might say his money was more 
profitable, his money was worth more to him in his business, just as 
Dusiness men do, and never pay his loans off on property because he 
can make more than 5 per cent on his money. 

Mr. Thompson. There are some answers that the farmers prefer 
long loans for the reason you suggest, that possibly he can get more 
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for his money and turn it over, but not a great many have come in 
that way. 

The sixth topic is the borrowers demand for long term loan with 
amortization provision and estimate of reasonable rate. That is one 
topic which we took up. We addressed inquiries to the farmers, ask- 
ing them if they would consider a long-term loan with the amortiza- 
tion feature attached; if so, how much would they want and what 
would they regard as a reasonable rate. The general average, the 
country over, shows that 66 per cent responded favorably to that — 
that is they would want a loan of that kind, if they could get it — two- 
thirds. 

Mr. BuLKLEY. Two^thirds of all farmers, or of all farmers who 
are borrowers ? 

Mr. Thompson. Two-thirds of all who answered our inquiries. 

Mr. BuLKLEY. And the inquiry was addressed to farmers gener- 
ally, without reference to whether they were borrowing money or not ? 

Air. Thompson. Yes. Of course we could not know. Our list was 
prepared, as I say, of five or more farmers in every comity in the 
Umted States, and of course we could not know whether tney bor- 
rowed or not. 

Mr. Weaver. Did you get answers pretty generally from the farm- 
ers in each county to whom you addressed your inquiry ? 

Mr. Thompson. Yes, we -had very satisfactory answers. 

Mr. Hayes. It is a very representative showing. 

Mr. Thompson. And the average rate was 5 J, which they suggested 
themselves. 

Mr. Weaver. Were those farmers also owners of land ? 

Mr. Thompson. Yes. 

Mr. Weaver. A man in my State could be a farmer and not the 
owner of land. That is true in my State. 

Mr. Thompson. Yes. 

We have not made a detailed study of the effect of State legisla- 
tion, and the only thing we would start with would be to mention a few 
of the things that have come to our attention in the course of our 
study. Complaints have been made that this or that kind of State 
legislation tends to shut out capital from a given State. One com- 
plaint, which is most general, is that of the taxation of mortgages; 
another is the taxing of mortgages from outside of the State; and 
another is taxing companies on their authorized capital rather than 
their actual workiug capital, thus shutting out certain companies 
that would otherwise loan money. I have misplaced the slip that 

f;ave the other things that come under this. I may think of them 
ater. I do not recall them just now. That is the unfavorable 
legislation. 

Mr. BuLKLEY. Those are principally matters of legislation, as I 
understand it. 

Mr. Thompson. There is one topic I ought to mention in this con- 
nection, and that is the status of State inspection of financial agen- 
cies. That is, the kind of banking department and the work of the 
banking department in supervising and inspecting banks and other 
financial agencies. 

Mr. Weaver. Right in that connection, have you any informa- 
tion as to what is Imown as the Robinson insurance law in the State 
of Texas that drove practically all insurance companies that loan on 
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farms out of the State, taking the money with them they had been 
loaning in the State ? 

Mr. Thompson. I do not know of that. 

Mr. BuLKLEY. Have you worked out an analysis of the effect that 
different State laws on the subject of foreclosure might have on 
interest rat^s i 

Mr. Thompson. Not enough so that we would care to submit 
anvthing now. 

Mr. BuLKXEY. You are working on it, are you ? 

Mr. Thompson. We #re; yes. We have legal talent which is 
working on that to-day. 

Mr. SELPOiyoiiDOE. Have you any infonaation regarding the ina- 
bility of farmers in certain of the arid regions of the West to seciire 
loans at any rate of interest whatever ? 

Mr. Thompson. Yes; we have a number of letters representing 
YGTj extreime conditions. 

Mr. Seldombidge. I am personally familiar with conditions tliat 
exist in some parts of the West, where farmers are absolutely UBk*ble 
to S3€aire any monjey at any rate of interest, and tho^ condition is 
rather acute, and they are a class of people that o^e occupyiog our 
homesteads and taking up land for the first tipae. 

Mr. Weaveb. They are just semiarid section^, aren't they? 

Mr. Sejj>omki;dge. Strange as it njay seem, this year they have 
crops there away beyond other sections not considered arid or semi- 
arid, and they have great difficulty the e in fin^cing themselves, 
and I am anxious to secure information, if possible, as to similar 
conditions elsewhere. 

Mr. Hayi^. Is not that owing to the great risk — the f^ct that 
they can not get loans on account of the great risk ? 

Mr. SsiLDOMBiDGE. On account of the fact investors realise there 
is an uBoertainty there that may be attended with loss. The coun- 
try has not developed suflB.ciently to justify loans. But it does seem 
to me there is some value to the property or land there, either for 
graziog or agricultural purposes, that would justify some relief. I 
would like that discussed later, if you will bring it out. 

Mr. Thompson. I have a number of examples here which come 
ia under the short-time loans of the kind you nave reference to and 
I will speak of it then. 

The next is that of limitations in the use of debentures. What we 
had in mind there was the particular instance we mentioned from 18S6 
to 1894, and the other tning we had in mind was what we have 
already discussed, the Woodruff Trust Co., m Illinois, in its use of 
debentures. There is something further to be said, of course, upon 
the subject of debentures, but that would not include the kind where 
the amortization feature is attached. Some other mortgage com- 
panies issue debentures, but they are not of th^ amortization kind. 
There is one company, for instance, the Pearson-Taft Co., in Chicago, 
which I suppose nas issued more debentures than any other one com- 
pany in the country. There is one company which nas issued a lim- 
ited amount in Minneapolis. 

Mr. Platt. Do the Woodruff debentures have the amortization 
principle ? 

Mr. Thompson. Yes. 
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Mr. Hayes. Are any of these other companies you mention as hav- 
ing survived the panic of '94 still in existence ? 

Mr. Thompson. Yes; the Peai-son-Taft Co. has been running for 
more than 30 years. I do not know the exact length of time. 

Mr. Hayes. Now, it seems to me it would be extremely important 
for us to get more details about the experience of these debenture 
companies during the late eighties and the early nineties, to find out, 
if possible, not only the limitations, but the causes of their failure. 

Mr. Thompson. The chairman has spoken to us about that very 
thing already, and we have stated that we will try to look into the 
matter further than we have been able to. 

Mr. Platt. Some of them failed from sheer dishonesty, didn't they ? 

Mr. Hayes. Undoubtedly. 

Mr. Platt. The impression in my neighborhood is that that is why 
they all failed, and we had a great deal of money invested in them, 
ana that is one reason why eastern money does not come to western 
farms nowadays to any considerable extent. 

Dr. Cabver. The great cause of failure seems to have been this 
general statement, that can not be worked out in much detail, an 
overconfidence in land as a basis for credit. There is, I think, a 
very general idea that land is a better basis for credit than it really is. 
This land in this arid region, which, as you say correctly, has a value- 
that, however, is only a small part of the property. The kind of 
capital you want to attract into a country does not want to foreclose. 
If there is that probability, that they will have to foreclose, they 
will not come in and loan. If there is a strong probability that those 
farmers might not be able to pay the debt promptly, or there is a fear 
they will not be able to pay it promptly, capital will not come even 
though the land is good. However good the value of the land, or 
however good it is as an asset, capital will not come if there is a chance 
they have got to take the land — that is, the kind of capital you want. 

Mr. Seldombidoe. The trouble is there that the people living there 
on those farms are people dependent absolutely on success from one 
year to another. If tney have a crop failure they are absolutely 
wiped out; and they have not the opportunity to engage in diversified 
farming, equip themselves with a few cows and the necessary ma- 
chinery, and the consequence is they move away; they migrate. It 
seems to me our problem there is to do somethmg for those farmers 
in that region that will make them permanent and give them a chance 
to tide over these years of dryness, because experience shows that 
they do get years of plenty as well as droughts. 

Mr. Weaver. Isn't it true though, Mr. Seldomridge, that they try 
to farm in sections not adapted to farming, some of them, and that 
that is the cause of their failure; that if the land was devoted to 
other uses 

Mr. Seldombidgb. We have seen land out there which a few years 
ago no man would have said was worth anything except to graze; 
and I know of one locality that I have in mind where 182 carloads 
of wheat has been shipped this year where, 10 or 15 years affo, it 
would have been looked upon as a howling wilderness; and you 
can not say that such land is valueless. 

Mr. Weaveb. What kind of successive crops they have, it seems 
to me, is the test. They might have a drought, but there are sec- 



BX7BAL OBBDITS. 53 

tions where four or five years of drought will utterly destroy the 
country. 

Mr. Seldombidoe. But we do know there are some localities there 
that if farmers had the opportunity to equip themselves with silos, 
for instance, and buy a few dairy cows, and had a certain amount of 
stock raising in connection with farming, that they would be able to 
maiQtain themselves and keep out of debt and progress. 

Mr. Thompson. Mr. Chairman, there is one more statement 1 
should like to make regarding debentures. In a personal interview 
I had with one of the mortgage companies which issues only a limited 
amount of debentures in proportion to the total mortgages they hold, 
I asked the company why they did not issue more debentures, rela- 
tively, in proportion to the total mortgage business they do, and the 
answer they gave was that their method of issuing deoentiu-es was 
such that they in no case wanted to incur a personal liability, for 
instance, for the mortgages that they handled. They are simply a 
company that acts as a go-between, between the borrower and the 
lender, which is the general policy in their deahng with all the mort- 
gages., and they say that the investor seems to prefer a direct lien 
wmch comes at a higher rate, where he knows the exact security on 
which his loan is based, rather than an indefinite security on property 
the specific nature of which he does not know and the returns of 
which are less. As an investment proposition they find it more diffi- 
cult to imload the debenture than to unload the mortgage where the 
lender knows the direct lien on which it rests. 

Mr. Platt. That is a lack of confidence in the companies, then ? 

Mr. Thompson. Yes. 

Mr. Hayes. Would not you regard as extremely risky a proposi- 
tion of that kind where the go-between has his money invested in 
property he can not realize on, and yet he is dependent on the general 
public and its continuing confidence in him to sustain him ? I should 
regard that as evidence I would not care to engage in that exten- 
sively myself. 

Mr. Thompson. I might add it has been asserted in one of the 
answers that came in, and I will simply pass it on as such, that the 
tendency of tiie company that can issue debentures is to sell the 
mortgages themselves which can be shown to advantage and then 
those which it can not market so easily to use as a basis for debentures. 
Now, of course, where they do not have any supervision or inspection 
it is natural we might assume that the temptation to do it is^ there. 

Mr. Platt. Do not some of these building and loan associations in 
Ohio, for instance, issue debentures in the form of paid-up stock ? 
The Old National used to do that, which is the cause of their undoing, 
I suppose. 

Mr. Thompson. They have the paid-up stock; yes. ^ That is one 
method of handling loans. Then they have the unpaid stock, and 
then they have also straight loans. They adopt dinerent systems, 
4epending on the demands of the borrowers. 

Before closing the discussion of mortgage loans, attention should 
be called to a new law in Wisconsin. 

In that State we have a law permitting the organization of land- 
mortgage associations. I have a copy oi their statute,^ which was 
f>assed m 1913. These land-mortgage associations in Wisconsin are 
ormed to issue debentures on the basis of their farm mortgages, and 
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in Wisconsin they deagnate the State treasurer as the trustee, with 
whom they leave their mortgages and their trust deeds, instead of 
with a private trust concern, as in the case of other companies issuing 
debentures. So far as we know there are no associations oi^anized 
thus far under that law. 

Now, that completes the mortgage-loan discussion, unless there are 
further questions. 

Under short-tune loans, we have gotten the general average and 
the average by States for State loans, and the general average is 8.4. 
That takes all the averages of all the States and puts them together, 
without weighting any one State as against another. 

Mr. Hayes. You are including there only the agricultural loans ? 

Mr. Thompson. I am speaking now of the snort-time loans to 
farmers. 

Mr. Hayes. Do you mean by that mortgage loans ? 

Mr. Thompson. No ; we are passiug away from mortgage loans now. 

Mr. Seldomridge. You iacmde chattels ? 

Mr. Thompson. We are taking up both chattels and personal loans. 

Mr. Hayes. What rate did you say ? 

Mr. Thompson. 8.4. The map that we have here shows the aver- 
ages by States for short-time loans, and it mav be said that the run 
01 these averages is very similar to that of long-time loans. The 
lowest, for instance, is in States like Pennsylvania, 5.9; 6.6 runs in 
Virginia and West Virginia; 6.5 in Maine; 6.8 in Illinois. It runs 
7 something through the com belt. The highest rates are in the 
Rocky Moimtain section and in the South — short-time loans. 

Mr. Hayes. How about the Pacific coast ? 

Mr. Thompson. California is 9.3, the average of the loans for the 
State. For Washington it is 9.8 per cent. Taking the Rocky Moun- 
tain series, Montana is 11.5; Utan, 10.6; Arizona, 12.8; Texas, 10.6: 
and Oklahoma, 13.4. 

Mr. Weaver. Let me ask you a question there. Was your data 
obtained from the men who loan the money to the farmers or from 
the farmers themselves ? 

Mr. Thompson. Our data is obtained from all sources. It includes 
the answers from all these farmers in all the counties of the countrv; 
it iacludes the answers as secured from official correspondents, tne 
answers of coimtv agents, their returns, and others, and also we took 
in answers from banks. 

Mr. Seldomridge. Have you made any comparison as between the 
rates upon chattel loans given by farmers as compared with chattel 
loans as given by people in cities ? 

Mr. Thompson. Yes. 

Mr. Seldomridge. What is that? 

Mr. Weaver. We have that farther down, under another subdivi- 
sion — of farmers, tenants, and business men. 

Mr. Seldomridge. Then I will not ask it now. 

Mr. Thompson. Of course these are averages by States. It is true 
of these averages as it is true of the averages by States for long-time 
loans, that they overlook the wide variations, within States. These 
variations are shown in the district maps, which you are already 
familiar with, which we took up in connection with long-time loans. 
We also have similar district returns for short-time loans. The 
variations within States are marked just as they are between States 
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I do not know that we should stop to take up the details of that unless 
you want to make a special inquiry regarding it. It will be Irft in 
the record, and then members oi the committee can get it as they feel 
interested in it. We gathered the answers on this for farmers, 
tenants, and business men separately, so far as we could, for the 
purpose of comparing the rates as between the three; and the rates 
showed such variation that no general statement could very well be 
made. There are some sections of the country where the farmers 
generally pay a higher rate than the business men, and then there 
are sections, and I have with me data that illustrates — ^for instance, 
the actual tabulation. It shows a dozen loans for the tenant, so 
many loans for the farmer, and so many for the business man, straight 
6 per cent from top to bottom, no variation whatever in the rate. 
You will find a great deal of that. And so, we have tried to look into 
the causes for variation where they do exist, that seemingly being 
the more important question, uiasmuch as there is not any genered 
conclusion to be maoe regarding them. There are localities where 
farmers pay higher, and there are others where they do not pay any 
higher rates than the business man. 

Mr. Hayes. Will you indicate the localities where the farmers pay 
higher — what class ? 

Mr. Thompson. Yes; that will come up in 'Tauses of variation." 
For instance, under '^Factors considered,'' these factoi-s all affect 
the rate of the loans. The first question there: Is the borrower a 
regular customer? Now, if a man keeps a regular deposit, for in- 
stance, with the bank, he will get a better rate than a man who comes 
in and wants a loan and does not keep any check account with the 
bank. It is generally recognized with banks the countrv over that 
they will make a difference of 2 per cent. They may charge 8 per 
cent to a customer, and they will charge 10 per cent to a man who 
does not keep an account, and the explanation is that the man who 
keeps an account furnishes them some mcome ia that way, and there- 
fore they can afford to give him a better rate. That is one reason. 

Another reason will be brought out in the returns we got in con- 
nection with the size of loans. We have tabulated it so as to show 
the loans for farmers and tenants and business men the country over, 
and we get an average loan for all the counties that came in. The 
average short-time loan to farmers was $644, the average loan to 
tenants was $250, and the average loan to business men was $1,465. 
Now, the answer that comes generally regarding the effect of the 
amount of loan on rate of loan is that, other things being equal, they 
will give the better rate for the larger loan. 

Mr. Weaver. The lower rate ? 

Mr. Thompson. The better rate; the lower rate. Then, thirdly, 
the form of the loan. That has reference to whether the loan is a 
cash loan or whether it is a deposit account. Bankers generally 
admit they will charge a higher rate, other things being equal, if a 
man comes and takes out a loan in cash instead of checking it out 
of the bank. And in manv instances where we found a disparity 
between loans between the farmers and the business men, the answer 
was that the farmer is not in the habit of keeping accounts at the 
bank. He demands cash, and the business man keeps a local check- 
ing account, and when he wants a loan he simply gets an account 
and checks out his loan from time to time. 
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Mr. BuLKLEY. Do you have that answer pretty generally given ? 

Mr. Thompson. Yes. 

Dr. Carver. Mr. Chairman, two banks in Rock Hill, S. C, seem 
to be a little unique. They loan to farmers at 6 per cent and to 
merchants at 7, on the ground that the farmer leaves his account in 
a longer time. He checks it out more gradually, borrowing in the 
spring or early in the year, to run him until the cotton is marketed. 

Mr. BuLKLEY. Their principle is practically the one Mr. Thomp- 
son just stated. The only difference is in the practice — the farmer 
happens to leave the money in longer than the merchant. 

Dr. Carver. Yes; it is the same in principle, but their theory i^ 
that the farmer checks his out more graaually. That is rather 
unique, I think. 

Mr. .Thompson. The fourth factor is that of moral hazard and 
other security, and under that attention has been given, for instance, 
to the lack of business method and business experience on the part of 
many who loan — the lack of promptness in paying loans, in watching 
the date of maturity, and letting accounts run over, involving the 
institution in extra clerical expense, because of that, and that factor 
is mentioned as an important one, as one factor in determining the 
amount of the rate of interest. 

Mr. Weaver. You mean those who borrow? 

Mr. Thompson. Yes. 

Mr. Weaver. You stated those who loaned. 

Mr. Thompson. Those who loan consider that factor in the bor- 
rower. Now, a great many banks have answered that they find 
farmers have not the training in business methods and therefore do 
not deal as promptly with their accounts as other business men. 
Generally we find, of course, the answer is that the reason for the vari- 
ation in rates is because of these specific things, and not because a 
man belongs to this class or to that class, but because those factors 
enter in to modify a rate of interest. 

Mr. Hayes. I am interested in ascertaining, as I suggested before, 
if you know, about what proportion or where, how large a section of 
the country is there, that the farmer must pay a higher rate than the 
ordinary business man on the ordinary loan ? 

Mr. Thompson. Our data will show it, perhaps; and yet, even 
within districts there will be a variation. We may point to specific 
farmers who get a loan at a rate imiform with the business man, but 
you can go out and find a farmer who pays, perhaps, a considerable 
per cent higher. It is hard to generaUze. 

Mr. Hayes. Didn't you investigate to find out what the cause of 
that variation is ? It is not clear to me from your discussion. Is it 
because the individual is not entitled to the same credit ? 

Mr. Thompson. Not at all. 

Mr. Hayes. What is the matter ? 

Mr. Thompson. It is because of one or more of all of the factors I 
have mentioned. 

Mr. Hayes. That, possibly, he mi^t not be a customer of the 
bank? 

Mr. Thompson. Yes; or because it is the form of the loan, or there 
is the personal moral hazard. 

Mr. Hayes. What I am getting at is, is there any section of the 
country where the farmer, as suwi, would be discriminated against 
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by bringing himself under the same rule or practice as the merchant, 
or is it true that generally, all over the country, the farmer can get 
loans as cheap as anybody can? 

Mr. Platt. If he is a good business man, yes. 

Mr. Thompson. Yes; if he is a good business man. 

Mr. Hayes. In other words, there is no tendency to discriminate 
against the farmer as such t 

Mr. TnoBiPSON. For the same period of time ? 

Mr. Piatt.' Under the same conditions, he will be given the same 
terms? 

Mr. Thobipson. Yes. If two men go to a bank and want the same 
kind of a loan, and both present the same conditions — that is, with 
reference to being customers, time of loan, form of loan, and personal 
moral hazard — we have no evidence of any kind to show that oankers 
will then discriminate against the farmer because he is a farmer. 

Mr. Weaver. But is it not true, generally over the country, that 
the farmer pays a higher rate of mterest than the merchant? I 
know he does in my State, and I wondered whether that is true over 
the country generally. 

Mr. Hayes. That is not true in my State. 

Dr. Cabveb. Mr. Chairman, I saw a letter this morning, which Mr. 
Thompson has not yet seen, from a farmer in Arkansas, who said he 
went to a bank to get some kind of an advance on his cotton, which 
was already in the storehouse, and on which he was willing to give a 
chattel mortgage. No bank would lend him a cent on his cotton at 
any rate. But just as soon as he turns it over to a commission man 
that commission man can take the same cotton and go to a bank and 
get an advance on it. That is stated in a letter. I have not the 
means of verifying it, but it has the earmarks of a correct statement. 

Mr. BuLKLEY. This is a letter from the farmer ? 

Dr. Cabver. Yes. 

Mr. Hayes. Of course you recognize the necessity for discounting 
a statement of that kind — it comes from an interested source. 

Dr. Carver. Yes. 

Mr. Hayes. I was going to say that before we accept a thing of 
that kind it would have to be somewhat verified. 

Dr. Carver. Yes. 

Mr. Platt. That whole thing sums up in the fact that, as a rule, 
the farmer is not a business man. He does not keep an account in 
the bank, and wants to draw the cash out. He does not keep his 
affairs in a shipshape manner, and he is not entitled to consideration. 

Mr. Weaver. I won't agree to that. The farmers need longer-time 
money in our country than the bankers can furnish them with, under 

(food banking, for the reason that the bank must make short-time 
oans and the' farmers can not use the short-time money. And, 
while the bank will let him have the money, they will make him 
pay a heavy penalty for it, because they know they have to carry 
it for a long time, and what we need is a system of banking on credit 
that will supply the farmers with the money at the time they need 
to use it. The present banking system does not do it. 

Mr. Platt. If the farmer wants to borrow on cotton he has stored, 
I can not see why there should be any discrimination against him 
in favor of the commission man, if the conditions are the same. 
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Mr. Weateb:. I can see the reason for that. The comiaission 
man will ship the cotton out right away, but the f aomaer who borrows 
on it may keep it indefinitely for the purpose of a rise in prices. 

Mr. Platt. Then he is asking for the loan for speculation, and is 
not entitled to any consideration. 

Mr. Weayeb. 1 am simply stating a reason why the Arkansas 
banker would let the money go to the commission man, because 
he would get it back just as soon as the cotton would be shipped. 
But the farmer who borrows, who has not sold his cotton, might 
intend to hold it for an increase in price, and the banker can not 
tell how long the farmer would hold it, and of course could not tell 
when he would ^et the money, because he would not get it until 
the farmer sold the cotton. That would be a reascoii for a difference 
between the two. 

Mr. Seldombidoe. There is always presa^re brought to bear on 
the farmers, just at the time of harvesting the crops, to force them 
to put the crops on the market. There seems to be every induce- 
ment for the farmers to sell on account of pressure for money. They 
are not able to keep their stuflF oflF the market. 

Mr. Weaveb. But there are times, Mr. Seldomridge, when the price 
is so low that the sale of it then means a great loss and sacrifice to 
the farmer. 

Mr. Seldombidge. Of course. 

Mr. Weaveb. And we ought to have some system of credit to 
allow him to hold his crop for a reasonable price. 

Mr. Seldombidge. There ought to be the same advantage for him 
as for the commission man. 

Mr. Platt. We are going to pass a law forbidding cold-storage men 
to hold goods for more than three months. How wiU that affect 
prices ? [Laughter.] It is the most idiotic suggestion I ev«p heard 
of. 

Mr. Thompson. Mr. Chairman, unless there is something further 
here, I will go on to another topic. So far we have been mscussin^ 
nominal rates and the question as to the variation between nomin^ 
and actual rates, of course, is involved in our study. When it is re- 

1)orted, for instance, from the bankers that they give short time 
oans at certain rates, such figures should generally be shaded up, 
because their figures are highest where they make very short-time 
loans of very small amounts, and the rates are also higher where they 
discount a note from a merchant or implement dealer. And, in 
order to get the level of the rate, if we take the farmer's figure that 
has to be shaded up on that account. 

Now, the question of how much more than the nominal rates is 
secured is one that is important, especially in the newer sections of 
the country and especially in those States where the attempt is made 
to ffet around a State law which fixes a maximum rate. We find in 
such cases that the custom is to make out the note for a certain sum 
and then to turn over a less sum in cash — say $80 on a hundred or 
$90 on a hundred — and the note is made out for $100, perhaps, at a 
certain per cent. There is no record which shows, tnerefore, the 
actual rate. A part of it is included in the discounted amount of 
money turned over at the beginning. There are other things which 
come in under that which I can bring out under the advancing sys- 
tem, and perhaps it will be better to leave it until then. 
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Now I haye already diBCussed the average of short time loans to 
farmers^ tenants, and business men and shown the returns we have 
on that. 

I have put down under ''Bank deposits" the sources of bank 
deposits. We tried to find out how far bank deposits were local, 
how far thev came from outside of the State, and our returns on that 
show that tne deposits from local sources, on the average the country 
over, are 91 per cent, and from outside of the State 5.3 per cent. In 
other words, the source of funds the country over, as a general thing, 
is local. Taking the whole thing and computing percentages 

Mr. Platt. Ninety-one per cent is the local deposits ? 

Mr. Thompson. Yes; and 5.3 from outside of the State. Of course, 
that is based on our limited inquiry. That does not deal with all 
banks, but deals with the kind oi inquiry we were able to make. 

Mr. Seldomridge. You think the tendency, then, in the country 
is for an equaUzation of the interest rates generally. Would that 
indicate a general standard of interest rates throughout the country ? 

Mr. Thompson. I do not know that it does. Banks complain that 
they have got to rely on local sources in some instances, that they 
can not loan more because they have not more to loan, and they can 
not get any more capital to loan. We have had answers from banks 
who said they could loan much more than they do if they had the 
money to loan. 

Mr. Platt. I do not understand where the rest of this 100 per cent 
comes from. 

Mr. Thompson. That would be from other parts of the same State. 

Mr. Seldomridge. Is there a dearth of currency, or what is the 
cause of this inability of the bankers to get funds ? Is it a dearth or 
an absorption of money in other enterprises ? 

Mr. Platt. It would simply mean tnat the newly settled territory 
had not accumulated capital, wouldnH it? 

Mr. Thompson. Has not accumulated the capital ? 

Mr. Seldonridge. I remember a time when I first went West — 
I grew up there — it was quite a customary thing for eastern people to 
be looking for investments in the West, because they could loan 
money for 2 and 3 per cent more than they could loan money in the 
East. That condition has changed, hasn't it, in recent years ? 

Mr. Thompson. Some, but of course these figures show quite a 
marked variation. 

Dr. Carver. Those people who send money a long distance to loan 
do not ordinarily deposit it in a bank, and of course that would not 
appear on this statement. 

Mr. Platt. You have here a heading '^Interestpaid.^' 

Mr. Thompson. Interest paid on deposits. We have the grand 
averages for that and we have the averages for the States. 

Mr. Hates. Before you leave that let me ask you, so that we will 
have it in the record: The figures you have given us about local 
deposits and deposits outside of the State of course relate purely to 
the banking business and do not indicate the money that may come 
into a State from outside of the State ? 

Mr. Thompson. No. Of course, when speaking of this, I am 
speaking of bank deposits, and it must be limited to bank deposits. 

The other question raised was as to interest on deposits. The 
general average is 3.8 per cent the country over. 
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Mr. Platt. Now, have you any data as to where the interest is 
highest and where it is lowest ? 

Mr. Thompson. You mean the interest on deposits ? 

Mr. Platt. Yes. 

Mr. Thompson. Yes; we have it by States. I can give you the 
average for any State, such as we have. 

Mr. Platt. 1 would like to know where the average is highest and 
where it is lowest. 

Mr. Thompson. South Dakota shows 4^ per cent; Minnesota and 
Iowa, 4.1 per cent; Massachusetts, 4.1, affected by the savings-bank 
interest paid on deposits. Montana pays 4.6; Colorado, 4.3; Utah, 
4.1. Those are the highest rates. 

Mr. Platt. What is paid in the South ? 

Mr. Thompson. South Carolina, 4.2. 

Mr. Seldombidge. Those are on time deposits ? 

Mr. Thompson. Those are on time deposits. 

Mr. Platt. How about Georgia ? 

Mr. Thompson. Georgia we have not the record for at all. 

Mr. Platt. The only reason I asked you that is that I happen to 
know of a trust company in Atlanta that happens to pay 6 per cent 
on deposits right along. 

Mr. Hayes. It wonH^ be in business very long. 

Mr. Platt. I have tried to advise my friends I do not think so, but 
I have not been able to keep them from keeping their money there. 
PLaughter.] 

Dr. Cabver. The lowest averages would be Illinois, 3.3; Ken- 
tucky, 3.1. 

Mr. Platt. That sort of thing is partly due to competition, is it 
not? 

Mr. Thompson. It is a relative condition. 

Mr. Platt. It seems strange that Massachusetts should pay as 
much as 4.1. 

Mr. Thompson. That is the savings-bank competition, which 
explains that. They pay higher rates on deposits than commercial 
banks. 

Mr. Platt. They generally pay 4 per cent in New York. I do not 
know of any that pay more. 

Mr. Hayes. You do not have mutual savings banks in New York? 

Mr. Platt. Yes, we do; we have thousands of them. We have 
an amount equal to all the currency in the United States deposited 
in savings banks in the State of New York. 

Mr. Hayes. I did not know it reached as far west as New York. 
I knew they had in New England. 

Mr. Platt. We have one in my town, a town of 30,000 people, 
with $15,000,000 deposits. 

Mr. Hayes. A mutual savings bank? 

Mr. Platt. A mutual savings bank established in 1830. 

Mr. Hayes. Are they run on the same principle as in New Eng- 
land, by public-spirited men acting on the board, who act without 
compensation ? 

Mr. Platt. They are run by public-spirited men, who act without 
compensation. I do not think they pay more than 4 per cent. A 
good many have tried to make it less. 

Mr. Seldombidge. What do they do with the surplus money? 
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Mr. Platt. Their investments are restricted. They can only 
invest in first real estate mortgages up to a certain percentage of the 
value, 50 or 60 per cent of the value, of the land ; and they can only 
buy a very high-grade bond, largely municipal bonds and a few first 
mortgage railroad bonds, and the result is that a great many of the 
older banks have a large part of the money invested in 3 or 3 J per 
cent bonds. Now they are investing, of course, at higher rates. 
Their securities have depreciated enormously. Of course, they buy 
bonds to hold until maturity, and it does not matter what the market 
value is, but the book value is down so low that it wipes out the sur- 

Elus, and there are quite a number of them, quite a number of the 
iff savings banks, who are paving only 3 per cent for that reason. 
Mr. Thompson. The topics left, Mr. Chau-man, are the advancing 
system of the South, and then what may be said about the credit 
union legislation, if you are ready to pass on to that topic. 

TheCHAEBMAN. ICS. 

Mr. Thompson. I could read you from the report of one of our de- 
partment heads, who has been making a close intensive study in a 
certain section of the South, to show you what his statement is 
regarding the loan conditions in that section: 

The banks draw eve y dollar of the money with which they do business from the 
county in which they are located. This, I understand, is also true o^ ihe other banks. 
Now, as to the loans made by banks, small loans of $5 to $25 a^e made by the banks. 
They ask borrowei to sign waiver notes and name certain articles as collateral security; 
it might be mules, wagons, sewing machines, or pianos. They do not charge interest, 
or do not call it such; they call it a j)remium, and it ranges from 50 cents to $1.10 for 
10 to 30 days. This is the rule with risks who do not do business re^larly with banks. 
In a very short conference with the president of the bank he said his bank loaned 
n^roes $60 at 100 per cent interest, both principal and interest payable in six months. 
In other words, he, the negro, was to pay $120 six months from date for the use of $60 
Jor six months. 

Mr. Weaver. Is that banker in jail? [Laughter.] 
Mr. Thompson. He said further: 

The said nc^ was a poor risk, therefore he made the rate high; he said that was cus- 
tomary, and it has been vouched for by a great many, both lenders and borrowers, 
though the borrowers usually put rates higher than lenders when talking to them. 

Mr. Hayes. That is 100 per cent interest? 
Mr. Thompson. 100 per cent for six months — 200 per cent. 
Mr. Hates. That banker ought to be in jail. 
Mr. Seldomridge. No; he ought to be drawn and quartered. 
Mr. Hayes. If the loan is good for anything he certainly was a 
thief, and if it was not good for anything it should not have been made. 
Mr. Platt. It ought not to have been made at all. 
Mr. Thompson. TTien he goes on and states: 

A great deal of the banks' money is made by this kind of loaning. They say they 
lose a very small per cent of money loaned out, not over one- tenth of 1 per cent, anH 
still they go on the theory that a man who is not a regular depositor is a poor risk. 

The customers who deposit regularly and do a considerable business with banks 
who wish to borrow $25 or $100 for 30 or 90 days pay 12 per cent, or 1 per cent a month, 
for loans of $25 to $100 for a year, which is as long as they will extend loan. The rate 
is 10 per cent, and 12 per cent if they can get it, but rather than lose customer they 
will loan him at 8 per cent if he absolutely refuses to make loan at higher rate and 
they see he can pull through without making loan. 

They will not make a loan to any individusJ (or they claim not to) for a greater 
amount than $1,000, and this on best first mortgages. They prefer to loan on real 
estate not more than 50 per cent of its value, however, the borrower paying all ex:- 
penseSy including recording fee, 85 cents to $10, and mortgage tax, 15 cents per $100. 
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The bonk also requires borrower to show- abstracts, which cost from |6 to $S0, to pay 
for appraising |6 to $50 f verv little of this and commissions, because bankers are local 
men who know land ana risk), notary fees, etc.; then the interest, which ranges from 
8 per cent to 15 per cent. • Ii it is above 8 per cent, the legal rate for this State, ^e 
lace of the note shows no interest at all, but the rate is figured in as principal, and 
the note reads as though a certain amount were due at stated times without interest. 

In the case of the borrowers who get loans of, say, $100, it is the custom of the bank 
to discount at rate of interest agreed upon and borrower gets $70, $80, or $90, as per 
agreement, and the note reads $100 due at maturity. 

It is customary to charge from 5 to 25 cents for cashing checks for those not depositorB. 

The general <uscoimt rate on good paper ranges from 12^ per cent up. 

The men who do the largest volume of business with banks natundly are first to 
be favored by banks, as are also those who do a large advancing business with the 
feurmers and day laborers. 

^ Seventy-five per cent of the directors of the five banks in the county are in a posi- 
tion to use the banks' resources to thefr own advantage in buying goods and maKing 
payment therefor with money borrowed at the lowest rate, 8 per cent, thereby enabling 
them to carry the farmers in this immense advancing business. 

The advancing business may be described as follows: 

First. Theadvancee desiring to do business with merchant has a talk with him, and 
if the merchant considers him honest and a good risk he makes out a blanket, or a crop 
lien note, on which stock, farm implements, household goods, etc., are all named and 
described, which may be sold at forced sale if crop fails and merchant wishes to fore- 
close on advancee for any reason. This is often done, if in the opinion of merchant 
advancee has not worked as hard to make crop as he should or if he (the merchant) 
does not consider advancee good risk after trying him one year. 

After the deal is made and man is being advanced the merchant furnishes him such 
implements and seed as he needs and usually assumes his rents, also. In ^is case 
(the case of the young man just starting) the note is usually in amounts ranging from 
$300 to $500, according to size of place to be worked. Jn the case of the man who 
already has a mule and some implements, all that will be needed is his fertilizer and 
dry goods and groceries, and perhaps some seed; and then the notes usually are for not 
more than $1 50 to $300, according to size of place and family. 

Mr. Platt. Those are tenants ? 
Mr. Thompson. No; new men starting in. 
Mr. Platt. Not necessarily tenants ? 

Mr. Thompson. No; new men who purchase a piece of land. 
Mr. Weaver. I think you will find a very few of them are land, 
owners. 
Mr. Hayes. This is in the South ? 
Mr. Thompson. This is in Alabama; yes. He continues: 

There are two methods employed by different merchants in charging advances 
for goods bought. 

First. The merchant makes out blanket or crop-lien note, usually about Februafyl, 
and it is to run until September 1 or October 1, with premium charge of 20 per cent 
(if he dares to and advancee is illiterate and can be robbed), making a note reading 
$300 only good for the purchase of $240 worth of goods. 

Then ne starts to charging interest 8 to 20 per cent on $300 note as though it ran for 
a year, though it may only run from March 1 to September 1. 

Then he sells goods at 25 to 40 per cent, which is the usual gross profits to a cash trade, 
with a premium added at almost any per cent his conscience will allow. 

Mr. Hayes. Is this from a banker? 

Mr. Thompson. No; this is from one of our own men who has 
been spending five months studying conditions first-hand in the 
locality, and he speaks from his personal study in the field. 

Mr. Seldombidge. That simply means that the storekeeper after 
he has gotten that poor fellow m it is not long before he can do what 
he pleases with him when he sells him his goods. 

Dr. Carver. It ought to be said, I suppose, that only in a few cases 
does the storekeeper actually abuses the privilege he has. In many 
cases the storekeeper is a pretty good sort of a man, but he wants to 
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have his grip on things to protect himself, and in the case of a good 
sort of man he is a sort of a benevolent despot, and in the case of 
an unscrupulous man he is anything but benevolent; but he is a 
despot in either case. 

Mr. Seldombidoe. His trade is almost confined, is it not, to that 
class of people? Is there any evidence or any statement relative 
to the relations of these particular storekeepers to the wholesaler in 
the State who supplies them with their goods ? What is their financial 
status, what is their relation to the larger market? These store- 
keepers may be in a position of dependents for credit or for goods to a 
larger man that will force them to add to their profits. They may be 
carrying goods on long time. 

Mr, Thompson. Yes. 

Mr. Seldombidoe. Have you any information along that line? 

Mr. Thompson. Yes. We had an interview with one merchant 
who holds on his book 1,500 men, and who told us of his relation at 
both ends — to hi3 customers and to his wholesalers, and he of course 
stands between; and the question of amount of extension that he gets 
on his accounts with the wholesale companies is a matter that he has 
to adjust, and in cases of crop failure he has to appeal to them to have 
them stand him off in order that he may hold tne customer off and 
let the money run another year. 

Mr. Hayes". And the wholesaler has to go to the banker or to the 
party from whom he getj his money, and so it goes on ? 

Mr. Thompson. He will; yes. 

Mr. Seldombidge. It is a sort of an endless chain ? 

Mr. Thompson. Yes. 

Dr. Cabveb. Of course the local merchant is probably carried by 
the local banks, too. 

Mr. Thompson. Yes. 

Mr. Hayes. Have you any data showing to what extent those 
merchants are also bankers? 

Mr. Thompson. All the information we have points to the fact that 
in a number of instances they are interested in banks and in other 
instances that they stand between the banks and the farmers of the 
kind we have been speaking of; that is, the bank won't loan to certain 
farmers, but it will loan the money to the merchant and the merchant 
will loan to the farmers. The merchant stands between. There is 
a fflreat deal of that business done. 

Mr. Hayes. Of course, then, the banker charges in proportion to 
the risks not only he takes but which the merchant takes, too. He 
knows the merchant is taking a risk too. 

Mr. Stone. That is also true in the case of the grain men. The 
grain men will advance to the farmers of the whole community on 
the prospects of the crop. 

Mr. Thompson. There is one other quotation I would Hke to read, 
while I am quoting, and this is given from a Government agent who 
has studied conditions of a certain locality in Arkansas for a long 
time. He writes regarding conditions in his county, and I would Hke 
to submit his statement. He says: 

Jefferson being the leading cotton county of the State, a position which it will 
probably continue to hold, the conditions are different than those found in many other 
districts, especially in view of the fact that there are many plantations consisting of 
thousands of acres each where negro labor is employed exclusively, working for half the 

39731—14 5 
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crop, the planter furnishing house, work stock, and implements, and usually supply- 
ing the negro his groceries and clothing from his commissary at a profit ranging from 
80 per cent to 300 per cent. Recently many of these share croppers have begun bor- 
rowing money of local money loaners and paying cash for suppbes, thus making a big 
saving over old method and yet paying 20 per cent interest for the money six months, 
paying on entire amount from time of securing loan till paid, though money is usually 
mmisned in about equal installments each month, and tne money from the first cotton 
marketed going to the })ayment of the note which is secured by a chattel mortgage 
on all equipment or property and on all crops raised on a specified tract of land or that 
he may cause to be raised on any other land. Of course, when these small share 
croppers get so fixed that they need more money and can give proper security therefor 
they can secure the money from local banks at 10 per cent, though the small country 
banks get 20 per cent. It so happens that 1 have tne information relative to the Bank 

of in one of our villages, which this year loaned out upwards of $12,000 in small 

amounts to share croppers at 20 per cent, and at this time all except two of these loans 
have been paid. This rate of interest may seem extreme, but to the borrower it is not 
considered so, as without a dollar of capital at the end of the marketing season he has 
from $250 to $1,000, sometimes mpre, to keep him til the time to begin working: on his 
next crop, usually about March 1 . The su])ply merchant and commissary is the bane 
of this country rather than the money loaner. 

Those illustrate somewhat, I think what is possible under the 
advancing system. We have more citations we could furnish of a 
similar sort, corroborating this situation. 

Mr. Hayes. How general is that kind of condition outside of the 
South ? 

Mr. Thompson. It is characteristic of the South. 

Mr. Platt. Loans are not made exclusively among the negroes, 
are they ? 

Mr. Thompson. No. Those conditions obtain hkewise among the 
whites. 

Dr. Carver. This account that was read from Alabama appUes to 
a county which is four-fifths white. How many of those individual 
cases were white we have no means of knowing, but I think in a 
majority of the cases they were small white farmers. 

Mr. Seldomredge. Can these people reUeve themselves of these 
conditions? Can they get out of the hole as we call it, or do they 
just manage to get out and then get right in again ? What evidence 
IS there ? 

Mr. Thompson. We have evidence of both kinds. I say "evi- 
dence.'' We have reports of both kinds. We have reports that 
apply to certain mercnants, that certain boys have worked them- 
selves out. We have also statements where it is an endless chain 
and where a man never gets out. 

Mr. Hayes. It is something Uke the peonage system in Mexico ? 

Mr. Thompson. Yes. 

Dr. Carver. I think it should also be mentioned that this man who 
carried 1^500 farmers also stated that one- third of them had to make 
their mark; they could not sign their names to the contract. 

Mr. Weaver. They were probably ignorant farmers. 

Mr. Hayes. I want to repeat the question I asked you, which I did 
not hear you reply to, if there is any place outside of the South where 
a similar condition prevails? 

Mr. Thompson, i know of no other. 

Mr. Seldomridge. It is due largely to the presence of the negroes t 

Mr. Thompson. No ; I do not think it is due necessarjily to the 
negro, because you have regions there where there are comparatively 
few negroes. 
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Mr. Platt. It is a local problem and is not promoted by the whole- 
salers or big men in back of it in any way 1 

Mr. Thompson. It would seem as if the seat of the problem is 
local; due to local conditions — the peculiar and unique local condi- 
tions there presented. 

Mr. Seldombidge. What is the average size of the farm tracts in 
the South; in Alabama, for instance? How much does one man 
cultivate ? What is the extent of his farm ? 

Mr. Thompson. A very small tract. Of course, a man with a mule 
would have to be a very active man, I suppose, if he cultivates over 
8 or 10 acres. 

Mr. Weaver. Forty acres was the dream of the negro in the 
olden days. 

Mr. Thompson. Of course, that does not mean cultivated field. 
A great many of them do not get over 4 or 5 acres i 

Sir. Hayes. Have you any idea of any system that could be de- 
vised to help out that kind of people ? 

Mr. Thompson. We have been discussing it somewhat. I. have 
another statement here from one of the regular correspondents of 
the Government, which throws additional light on the problem and 
which reads as follows: 

The advancer is obliged, as one man put it, **to furnish the brains for the whole 
community; " he knows the tract of land and its productive power and what to expect 
of the man who goes on it; he knows how much family the advancee has, and now 
much flour, meat, meal, or sirup he ought to use in a given time and will not let him 
(the advancee) have more ; asks nim how miich company he has had since he got his last 
barrel of flour or how he could use it up so quickly, assuming that possibly he (the ad- 
vancee) sold part of it to ^o to a show or something, or buy whisky; he (the advancer) 
also watches his (the aovancee's) cotton and corn crop and questions him closely 
how much work he is putting on it, and if there is a possibility of a crop failure for 
any reason the advancer cuts down on the rations dealt out in advance. 

Now, the last topic given is the organization of local credit unions. 
Legislation has been passed in Massachusetts, New York, and Texas 
permitting the organization of local credit unions. The statutes of 
these States are here [indicating]. 

Mr. Hayes. Cooperative unions ? 

Mr. Thompson. Cooperative credit unions among farmers. The 
laws are designed for that purpose, and it happens in the State of 
Massachusetts, where the law has been in vogue for a while, the 
farmers are not the ones who have taken advantage of it. It is 
others — laborers in the cities and certain foreigners living in colonies, 
who group themselves together and form credit unions. Neither of 
us has any knowledge oi any credit union formed in any of those 
States among farmers where the statute exists. 

Mr. Hayes. Is it the Myrick Unions? Is that what you refer to 
in Massachusetts ? 

Mr. Thompson. Yes. 

Credit unions are organized on the cooperative plan, where each 
man has his vote and where each man buys his five-dollar share of 
stock. They loan money — they have their administrative board of 
trustees, or an executive committee, as the case may be, and thej 
also have another committee that checks up the first one when it 
comes to actual administration; and the purpose of the credit union, 
of course, is to have an individual member of it loan from the union 
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and' then have the union use its credit, and its unlimited liability or 
its joint liability, to proceed to a bank and make its loan. In other 
words, the credit union is used as a means of giving the individufds 
a loan at a rate such as the security of their union aflFords. 

Mr. Hayes. What liability have the members? 

Mri Thompson. Unlimited liability. [Corrected later.] 

Mr. Hayes. An unlimited liability like th6 Raiffeisen? 

Mr. Thompson. Yes. [Statement qualified later.] 

Mr. Weaver. Just like they were all partners, bound joint and 
severally ? 

Mr. Thompson. Yes Of course the members of the society, acting' 
through their board or committee, will watch loans very carefully, 
because all know that they are responsible, often without limit, for 
th6> amount of it, and they feel the responsibility they have. These 
are the essentials of the plan. 

Mr. Seldombidge. What benefit does the State confer upon the 
organization of these unions other than to confer upon them the 
machinery for organization? Does it exempt any mortgages from 
taxation, or anything of that kind? 

Mr. Thompson* If 1 find any exemptions in the case of any of these, 
I shall take the liberty of submitting it later for the purpose of the 
record. 

Mr. Seldombidge. They just incorporate the same as any other 
stock company ? 

Mr. Thompson. By State law. 

Dr. Cabvee. The purpose of the law is just an enabling act to 
permit them to incorporate. 

Mr. Hayes. They are really a stock company. 

Dr. Cabvee. But differ from the ordinary stock company, in that 
they vote not by shares but by individuals. 

Mr. Platt. Their mortgages are taxed ? 

Dr. Cabvee. I think their mortgages are treated just the same as 
any other mortgages, whatever the law of the State is. 

Mr. Seldombidge. Is there any State that exempts mortgages 
from taxation ? 

Mr. Thompson. Minnesota has worked more or less toward it. 

Mr. Platt. New York has a recording tax of one-half of 1 per cent. 

Mr. Thompson. Minnesota started with a 50-cent-on-the-nimdred 
recording tax and it has cut it down to 15 cents on some sums and 25 
on others. 

Dr. Cabvee. Mr. Chairman, the opinion has been pretty general 
that an unlimited liability would be distasteful to the American 
farmer. That opinion is corroborated, I think, by the experience 
in Massachusetts. The farmers have not seemed to care to take ad- 
vantage of the opportunity. This is also possibly due to the fact 
that in an old State like Massachusetts, with large accumulations of 
capital, the need for cooperative credit is perhaps less than in any 
otner State of the Union, and farmers can borrow on pretty good terms 
already. 

Mr. Hayes. Largely on account of the mutual savings bank sys- 
tem? 

Dr. Cabvee. Yes. 

Mr. Hayes. I think that is true. 
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Dr. Cabver. X do not know just why in Texas they have not done 
more, but I expect that unlimited liabihty caluse is distasteful. So far 
as I know the experiment has not been tried of having double lia- 
bility as in the case of national banks. That might be acceptable 
to the farmers and give suflScient security also to the members. 

Mr. Thompson. I find certain exemptions, indicated here in the 
New York law, and a special provision regarding liabihty. It reads 
as follows: 

Shares held by members and all the accumulations thereon shall be exempt £iom 
sale on execution and proceedings supplementary thereto to the amount of $600; and 
' the shareholders of any such association shall not be individually liable for the pay- 
ment of its debt. The association itself shall be deemed an institution for savi&g^.und, 
4bgether with all accumulations therein, shall not be taxable under any law 'v^hich 
^hall exempt savings banks or institutioiis for savings from taxation; nor shall any law 
I>assed hereafter taxing corporations in any form, or the shares thereof, or the accumula- 
tions therein, be deemed to include associations doing business in pursuance of the 
prtyvisioiw of this article, unless they are specifically named in such mw. 

That is the New York situation. It continues further 

The shares of credit unions being hereby regarded as a system for saving shall rwt be 

- subject to the stock- transfer tax either when issued bjr the association or transferred 

from one member to another. No shareholder shall claim to be exempt Horn making 

the payment of dues, interest, premium, and fines provided in the by-laws upon* the 

ground that by reason of losses or otherwise the required payments have continued 

•k»nger than was originally anticipated; nor shall the payment of any charges author- 

dzed by the by-laws be deemed usurious. 

Dr. Carver. Mr. Oiairman, another feature of the credit union. »or 
the mutual bank; or the association of borrowers, as dintinguisned 
from the association of lenders, is the discussion of the purposes of the 
loan with the individuals, which, I think, is very valuable. Of course 
it grows out of the mutual responsibility. But it introduces into 
rural credits the factor which has only here and there been introduced 
•already by the existing credit agencies, and that is the idea that the 
purpose of the loan is itself the basis of security as distinct from the 
cumulative assets. In all these cooperative banks of personal credit 
in Ireland, Germany, and Belgium, that is the common feature, that 
they will lend only for productive purposes which will pay the bor- 
rower, and the directors of the cooperative bank go over with the 
borrower the purpose for which he desires the loan, and then make up 
tiieir minds as to whether he needs it or not. If they think he does 
not need it, or it is not to be put to a productive apphcation, they do 
not lend him, no matter what his assets are; but if he does need it 
and it will be profitable, then they lend him, although he has very 
liimted assets, because the purpose for which he wishes to borrow win 
pay ojff the loan. 

Mr. Thompson. May I make one correction in an earUer statement 
which I made, and that is regarding the unhmited habihty feature, 
I 'notice in the New York law they permit an organization to be 
organized in such a way, and put in a special provision regarding 
'borrowing, which fixes within certain limits tne hability. They 
huve a special clause. 

Mr. Hates. They have what limits? 
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Mr. Thompson. They state, for instance — 

In case the by-laws of a credit union provide that it shall have power to borrow 
funds, then in addition to the receipt by said credit union of deposits from its own 
members said credit union shall have power to borrow as follows: 

The total liability for such borrowed funds of any credit union having a capital 
not exceeding 110,000 shall not at any one time exceed the sum of $2,0C5, ana the 
total liability of any su(;h corporation having a capital exceeding $10,000 for such 
borrowed funds shall not at any one time exceed 20 j)er cent of its capital. 

Mr. Hayes. I wanted to ask Prof. Carver what he thmks about the 
possibility of the American farmer going into an association that 
would subject him to espionage, such as would exist under such a 
system ? 

Dr. Cabver. The American farmer who is alreadj^ well to do would 
not submit, but some of the small farmers who are in a bad way and 
realize it, and know it is either a continuation of the present situation 
or a submission to this kind of inspection, with the promise of putting 
them on their feet — I think some of them will permit an inspection; 
that is an inspection by their neighbors. It is a sort of mutual 
inspection where they discuss, among themselves, whether it is a 
good plan to buy cattle or not, or whether there is any money or 
not, or whether they had better sell their corn directly. I think 
some of the young farmers who are starting, or tenants who want to 
become owners in the South, and the small farmers who want to get 
out from under the advancing system, might be led to accept that. I 
think the education which comes from the mutual discussion of busi- 
ness problems of that kind is worth vastly more than the low rate of 
interest. 

Mr. Hayes. So do I. 

Mr. Thompson. I should like to add, so far as it is necessary to 
organize the credit union with an imlimited liability featiu'e, that 
a6cording to existing practice among people in the South they are 
already under an unlimited liability feature in their relation, for in- 
stance, to the merchants. 

Mr. BuLKLEY. I do not quite understand what you mean by being 
under an unlunited liability. Are they liable for each other's debts? 

Mr. Thompson. The usual way is, when a man becomes indebted 
to the merchant, for the merchant to take a blanket lien which covers 
not only his growing crop, but covers the detailed household fumitiu'e, 
even naming the cows; and the fiddle has been named. 

Mr. BuLKLEY. Yes; but that is diflFerent from unlimited liability 
for somebod}^ else's debts — debts of some associates. 

Mr. Thompson. It means each man is already in debt for everything 
he has 

Mr. BuLKLEY. But it is all his own debt ? 

Mr. Thompson. Yes. 

Mr. Hayes. But if that kind of fellow only went into these unions^ 
you would not think their credit would be very good. 

Mr. Thompson. That brings us back to tne thing I think has 
already been mentioned, namely, that when they get together these 

Eeople watch each other, they serve as a check on each other, and thus 
ave a school inside of that credit union. 

Mr. Hayes. But that kind of union would not have any fund, and 
they have got to got funds outside to do anything for each other. 

Dr. Carver. They would have to start very slowly. The fact is 
that after they get mto this kind o{ an association, u it is properly 
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conducted, they thereby increase their own responsibility and they 
are better risks than before. 

Mr. Hayes. This, then, is the opposite of the organization in the 
old countries. There only the frugal can get the credit of the organ- 
ization, and^those that are not in that condition can not get credit 
through these organizations ? 

Dr. Carver. Only the frugal, and that would have to be true here. 
The associations could not take in people inherently dishonest. 

Mr. Hayes. Not necessarily dishonest. 

Dr. Carver. Over there they will not take in a man who drinks. 

Mr. Hayes. They will not ? 

Dr. Carver. In most of the cases. 

Mr. Hayes. Men who are dnmkards, in other words ? 

Dr. Carver. In Ireland — I was recently there, and to my surprise, 
in many of the communities, 80 per cent of the men belonged to total 
abstinence societies. It is said to be largely the result of cooperative 
societies. 

Mr. Hayes. Yes; I heard Sir Horace Plimkett speak last winter on 
the Irish cooperative societies, and they have undoubtedly had that 
result. 

Mr. Thompson. Not only the watching of the members by each 
other, but because of the restrictions they impose when it comes to 
admission to membership. It becomes a school. 

Mr. Hayes. And therefore I do not see how the class you are dis- 
cussing could be reached by this gort of organization. They might be 
encouraged to mend their habits and make themselves worthy of mem- 
bership, but how they could be organized into a corporation or union 
that would be of advantage to the individual, financial advantage to 
the parties, I do not see myself. 

Dr. Carver. Among those poor tenant farmers in Alabama, of 
course^ there are a few fairly honest men who have not been able to 
get from under the advancing system, and if you could get an organi- 
zation of 15 or 20 in a county — that is not a very lar^e proportion of 
the total, and yet that is enough to make a beginmng — you could 
eliminate those who are notoriously dishonest and make the begin- 
ning that way. 

Mr. Hayes. Yes; it would be of educational value, but unless the 
farmers who have the money to deposit to make the loans went into 
it I do not see how there would be anything doing along commercial 
lines. 

Dr. Carver. They get the loans usually in the beginning from 
some other source. 

Mr. Platt. They use their credit to borrow from the bank, or 
something like that ? 

Dr. Carver. Yes. 

Mr. Hayes. It would hardly be possible with a scattered member- 
ship, and all that sort of thing. 

Dr. Carver. It would be shy at first, undoubtedly; but if they got 
to working once, they would get along because it has been the history 
of these associations that they do not fail. They have never lost a 
dollar yet in Ireland. 

Mr. Hayes. Personally, I do not beUeve an unlimited liabiUty or a 
limited liability is adapted to our farmers. 

Dr. Carver. Not well-to-do farmers. 
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Mr. Hayes. Then if you do not get the well-to-do, it is going to 
be a failure. 

Dr. Cabver. The well-to-do farmers do not need it. 

Mr. Hayes. They mav not need it, but might come into it. If it 
could possibly be of adfvantage to them at some time they might 
come into it, but a farmer is not coming in as an altruistic propo- 
sition ? 

Dr. Carver. No. 

Mr. Thompson. One thing ought to bo stated before the record is 
closed, the record of credit unions, and that is there are a number of 
credit unions in the country organized through the efforts of the 
Jewish Agricultural Organization Society. They are credit xmions 
usually organized as associations which are not incorporated under 
any Statelaw — simply voluntarj^ associations. In New York they 
are making an effort now to shift over so as to get in under the 
credit union law. 

Mr. Hayes. That is an altruistic association, purely. 

Mr. Thompson. Yes. They have about 17 credit unions now. 
The central fund which finances the Jewish Agricultural Organizan 
tion Society is drawn on by the credit unions, within definite limits, 
and they get interest at 2 per cent, I believe. 

Mr. Hayes. That fund is the Hirsch Foundation fund, isn't it? 

Mr. Thompson. Yes; and they supply a certain amount if the local 
society wiU raise a certain amount. 

Dr. Cabveb. Mr. Robinson, the manager, has told me recently they 
only get a small fraction of their fund at that rate. 

Mr. Hayes. That is, out of the Hirsch Foundation ? 

Dr. Cabveb. Yes. That is sort of a nest egg. 

Mr. Hayes. Of course that is a purely altrmstic organization, and 
could not become general. 

Dr. Cabveb. But the bulk of their fimds they get on a purely\com- 
mercial basis; but that little starts them iip. 

Mr. BuLKLEY. Does that conclude, Mr. Thompson ? 

Mr. Thompson. Yes. 

(Thereupon, at 1.15 o'clock p. m., the committee adjourned.) 

Appendix to Statement of Mr. C. W. Thompson. 



Rates on long and short time loans. 
[District averages based on Form A information.] 



N£W ENGLAND. 

Mftizie 

New Hampshire 

Vermont 

> Massachusetts 

Rhode island 

Connecticut 

MIDDLE ATLANTIC. 

New Jersey 

New York 



Dis- 
trict. 


Long. 


1 
1 
1 
1 
1 
1 

1 
2 
3 

4 

5 


6.2 


5.4 


5.6 


5.5 


56 


5.4 


5.3 


5.0 


5 3 
5.2 
5.1 



Short. 



6.9 
6.3 
6.0 



6.0 
6.0 
5.7 
5.9 
6.0 




MIDDLE ATLANTIO—OOn. 

New York 



Pentisylvania. 



Dis- 
trict. 


Long. 


6 


6.2 


7 


5.2 


8 


5.1 


9 


5.3 


1 


5.6 


2 


5.6 


3 


3.4 


4 


5.6 


5 


6.0 


6 


6.3 


7 


6.8 


8 


4.8 


9 


4.9 



Short. 



6.0 
6.0 
fi.8 
fi.» 
6.2 
5.9 
6.0 
6.0 
6.9 
6.1 
6.0 
5.7 
5.8 
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Rates on long and short time loans — Continued. 



\ 


Dis- 
trict. 


Long. 


Short. 




Dis- 
trict. 


Long. 


Short. 


EAST NOftTH CENTRAL. 








WEST NOBTH CBNTBAL— 

continued. 








Ohio 


1 
2 
3 


5.5 
5.5 
5.7 


7.2 
6.4 
6.7 


North Dakota 


8 
9 


10.0 
6.3 






13.0^ 




^ ^ ^^9 W»^ ^"^ W^^^r ^^^ ••••••■■■■• 


10.3 




4 
5 


5.5 
5.6 


7.1 
6.9 


Soath Dakota 


1 
2 


10.0 
7.0 


U.6 
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10.8 




6 


5.5 


6.5 




3 


6.4 


10.1 




7 


6.5 


6.6 




4 


8.8 


ia5 




8 
9 


6.5 
5.8 


6.8 
6.4 


Nebraska 


1 
2 


7.2 
7.2 


9.6 






0.8 


Bidiana 


1 
2 


5.4 
5.3 


7.3 
7.2 




3 

4 


6.6 
8.2 


8.7 




9.9' 




3 


5.5 


6.9 




6 


6.2 


9.0 




4 


5.8 


7.4 




6 


6.4 


7.6 




5 


6.5 


7.2 




7 


8.0 


9.8 




6 


5.5 


7.0 




8 


6.2 


9.1 




ft 
1 


5.6 


7.2 




9 


6.6 


8.0- 




8 
9 


6.0 
5.7 


7.1 
7.1 


Kansas 


1 
2 


7.9 
6.0 


10.3 






8.4 


Illinois 


1 
3 


5.5 
5.2 


6.4 
6.2 


• 


3 
4 


6.8 
8.1 


8.1 




10. r 




4 


5.3 


6.5 




6 


6.3 


9.0* 




4a 


5.5 


6.6 




6 


6.0 


8.5- 




6 


5.4 


6.5 




7 


8.2 


10.1 




6 


5.4 


6.9 




8 


6.0 


9.0 




6a 


5.7 


7.1 




9 


6.1 


8.7 




7 


5.7 


6.8 












9 


6.0 


8.0 


.SOUTH ATLANTIC. 








Michigan 


1 
2 
3 


6.7 
6.4 
7.5 


9.4 

7.3 

11.4 


Delaware 


1 
I 


6.4 
6.3 






6.7 




Maryland 


6.1 




4 


6.6 


9.5 




2 


5.5 


6.1 




5 


6.3 


• 10.2 




3 


5.6 


6.0 




6 


6.4 


9.6 




4 


6.9 


7.1 




7 


6.1 


7.4 




6 


5.5 


5.9 




8 


5.6 


6.9 




7 


6.0 


8.1 




9 


5.7 


7.0 




9 


6.0 


6.2 


Wisconsin 


1 


6.3 
6.5 


8.0 
8.0 


Virginia 


2 

4 


5.7 
5.9 


6.2 




2 




6.4 




3 


6.0 


7.1 




5 


6.1 


6.7 




4 


6.8 


7.0 




6 


6.0 


6.3 




t 


6.7 


6.7 




7 


6.2 


6.4 


- 


6 


4.8 


6.0 




8 


6.4 


6.4 




7 


6.5 


7.1 




9 


6.5 


7.7 




8 


5 3 


6.7 


West Virginia 


1 


6.1 


6.6 




9 


4.8 


6.2 
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2 


6.0 


6.4 


mm KORTH GBNTRAL. 










3 
4 


6.8 
7.5 


5.9 

8.7 


Minnesota 


1 
3 


7.3 
8.1 


9.8 
10.3 




5 
6 


6.2 
6.1 


6.9 




6.2 




3 

4 
5 






North Carolina 


8 
1 
2 


6.8 
6.1 
6.0 


6.8 




""6."6* 
6.5 


9.'2 

8.7 


8.4 






7.0 




6 


6.6 


0.0 




3 


6.1 


6.5 




7 


6.4 


8.9 




4 


6.1 


6.5 




8 


6.6 


8.0 




6 


6.2 


7.2 


* 


9 


6.6 


7.1 




6 


6.2 


7.2 


Iowa, 


1 
2 


5.3 
6.7 


7.9 

7.8 




7 
8 


7.1 
6.8 


8.7 




7.8 




3 


5.6 


7.4 




9 


6.1 


7.6 




4 

5 


5.5 
6.6 


8.0 
7.6 


South Carolina 


1 
2 


7.7 
7.7 


9.5 


• 
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8.0 




6 


5.6 


6.9 




3 


7.8 


9.7 




7 


5.4 


7.6 




4 


7.7 


8.8 




8 


5.6 


7.7 




6 


7.6 


9.0 




9 


5.5 


6.9 




6 


7.6 


8.6 


Mtasouri 


1 
2 


5.4 
5.6 


7.0 
7.6 


Georgia 


8 

1 


7.7 
7.6 


9.4 




11.6 




3 


6.4 


8.3 




2 


8.4 


10.4 




6 


5.3 


6.8 




3 


9.3 


12.1 




7 


6.0 


8.0 




4 


7.7 


10.6 




8 


6.8 


9.0 




5 


7.5 


9.9 




9 

1 
2 


8.0 
8.2 
4.0 


24.0 
12.5 
11.2 




6 

7 
8 






North Dakota. 


........ 

6.9 


'***ii."8 




11.0 




3 


6.8 


10.8 




9 


7.3 


9.7 




4 
5 


9.0 
6.0 


12.0 
12.0 


Florida 


1 
3 


8.3 
8.8 


9.8 






11.3 




6 


6.0 


10.2 




5 


8.7 


10.7 




7 


9.4 


12.6 




8 


8.2 


9.T 
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Rates on 


long and short time loans — Continued 


i. 


Long. 






Dis- 
trict. 


Long. 


Short. 




Dis- 
trict. 


Short. 


KAST SOUTH CENTRAL. 




MOUNTAIN— continued. 










1 
2 


6.4 

5.8 


7.8 
6.6 


Montana 


8 
9 


8.6 
9.8 


11.2 






n.i 




3 
5 


6.6 
5.7 


8.4 
6.6 


Idaho 


1 
2 


7.9 
12.0 


10.7 










6 


7.5 


8.1 




4 


8.7 


"*"ii'6 




7 


7.4 


9.0 




6 


8.3 


n.2 




7a 


6.1 


8.2 


. 


7 


8.2 


10.7 




8 


6.2 


7.5 




8 


8.6 


11.1 




9 


7.7 


8.2 




9 


8.4 


10.9 


n^entiMSdQ 


1 
2 


7.6 
6.7 


9.9 
8.3 


Wyoming 


1 

2 


0.6 
9.3 


U.7 


JL ^^^M KM^M^^V^^m ■•■••«•■••■««•• 


•r W •■-■"•■"•••■■••■ 


11.7 




3 


5.0 


8.5 




3 


10.0 


10.8 




4 


7.9 


10.3 




4 


8.4 


9.4 




5 


6.2 


8.2 




5 


9.5 


10.5 




6 


6.4 


9.4 




6 


10.0 


9.0 




7 


8.3 


10.9 




7 


9.8 


n.7 




8 


G.O 


8.0 




9 


8.2 


las 




9 

1 
2 


7.1 
9.4 
8.7 


8.9 
10.8 
12.0 


Colorado 


1 
2 
8 


8.1 
7.9 
8.1 


10.2 


Alabama 




10.0 




U.2 




3 


9.3 


12.0 


. 


4 


8.0 


n.8 




4 


7.7 


10.6 




6 


8.1 


9.1 




5 


8.5 


12.0 




6 


8.9 


13.0 




6 


8.8 


12.8 




7 


8.9 


13.6 




7 


9.3 


11.0 




8 


7.4 


12.9 




8 


8.8 


10.4 







8.0 


1L4 




9 
1 


8.2 

7.8 


10.2 
8.2 


New Mexico 


1 
2 


9.0 
9.4 


11.6 


Mississippi 
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10.4 




2 


7.5 


8.8 




3 


10.3 


12.7 




3 


7.5 


8.7 


1 


4 


10.3 


10.9 




4 


7.4 


8.G 


1 


6 


10.0 


11.6 




5 


7.8 


9.4 




6 


n.5 


16.5 




6 


7.5 


8.7 


1 


i 


9.8 


12.3 




7 


8.3 


9.3 




8 


9.2 


12.3 




8 


8.2 


9.4 




9 


9.8 


13.4 




9 


8.2 


8.7 


Arizona 


1 
2 


10.0 
9.4 
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Arkansas 


1 
2 
3 
4 
5 
6 
7 
8 
9 
1 
2 
3 
4 
5 
6 
7 


8.9 
i>.S 
8.4 
8.1 
8.0 
8.3 
8.6 
9.2 
8.1 
8.4 
9.1 
8.2 
6.0 
8.5 
7.6 
8.2 


11.4 

10.4 

10.0 

11.2 

9.4 

9.7 

10.6 

10.2 

9.8 

9.9 

11.7 

8.5 

8.0 

9.3 

7.9 

8.0 


Utah 


3 
5 
6 
7 
S 
9 
1 
2 
3 
4 
6 
6 
7 
8 
9 


10.3 
8.7 
9.7 
11.3 
10.7 
9.5 
8.8 
8.2 
9.1 
b.1 
7.9 
9.3 
8.4 
7.0 


n.8 




10.9 
11.4 
12.0 
11.4 
10.8 
9.3 


l«ouisi&ua 


1 

PAonc. 


9.0 

U.2 

9.7 

1/V 4fe 




10.3 

12.0 

10.6 

9.2 

9.0 




8 
9 
1 
2 
3 
4 
5 
6 
7 
8 
9 
1 
2 
3 
4 

4a 
5 
6 
8 
9 


7.3 
8.0 
8.1 
5.6 
7.3 
6.0 
7.5 
8.8 
7.2 
7.5 
9.7 
8.4 
8.3 
9.4 
8.0 
8.0 
8.0 
9.1 
8.0 

m m 
i. i 


8.0 

8.0 

14.9 

9.0 

10.0 

17.2 

16.0 

15.9 

19.5 

16.6 

13.5 

12.3 

11.6 

13.9 

9.8 

11.1 

11.2 

12.0 

9.7 

9.6 


Washington 


1 

2 

8 

4 

6 

6 

7 

8 

9 

1 

2 

2a 

3 

4 

5 



7 

9 

1 
2 


8.0 
9.0 
8.3 
7.6 
8.2 
7.6 
7.6 
8.2 
7.6 
7.1 
7.6 
7.6 
8.0 
7.6 
8.7 
7.2 
7.7 
8.7 
8.4 
0.9 
7.4 


10.6 


O klataoma 


Oregon 


U.9 




10.8 
9.8 

U.3 
9.9 
9.6 
9.9 
9.6 

8.e 


Texas 


California 


10.0 
9.1 
9.8 

10.8 
9.4 
9.8 
9.8 
9.9 
9.9 
9.0 




MOUNTAIN. 




9.4 




1 
2 


9.9 
0.2 


12.2 
10.3 




3 
4 


7.7 
7.4 


8.7 




8.8 




3 


10.0 


12.1 




5 


6.8 


8.4 




4 


8.7 


12.6 




5a 


7.6 


9.8 




5 


8.9 


11.0 




6 


7.2 


9.9 




6 


10.0 


10.8 




6e 


6.6 


11.5 




7 


9.0 


11.6 




8 


7.2 


8.9 
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Summary of general averages^ by States. 



state. 


Rate of 

interest on 

mortgage 

loans. 


Percentage 

mortgage 

loans D^ 

to security 

value. 


Rate of 
interest on 
short-time 

loans. 


Interest 
paid on 
deposits. 


New England: 

Maine 


6.2 
5.4 
5.6 
5.5 
5.6 
5.4 

5.2 
5.3 
5.3 

6.7 
5.6 
/6.5 
6.3 
5.6 

6.2 
5.6 
6.1 
7.8 
8.1 
6.5 
6.7 

5.4 
5.7 
6.2 
6.2 
6.3 
7.7 
7.6 
9.0 

6.3 
7.3 
8.8 
8.2 

8.8 
8.2 
7.2 
8.5 

9.3 
8.3 
9.2 
7.8 
9.9 
10.0 
8.7 


54.1 
60.0 
60.0 
59.2 
62.0 
62.0 

59.5 
60.0 
57.1 

67.6 
53.4 
55.3 
48.5 
56.9 

45.0 
47.5 
53.0 
39.6 
37.7 
45.6 
44.4 

61.0 
59.5 
56.1 
57.7 
50.5 
48.3 
45.2 
43.8 

52.6 
52.3 
62.1 
50.0 

45.8 
53.0 
44.5 
47.6 

38.6 
44.3 
43.6 
44.2 
43.0 
46.3 
47.4 


6.5 
6.8 
6.2 
6.9 
6.3 
6.0 

5.9 
6.0 
6.9 

6.7 
7.1 
6.8 
7.6 
6.9 

8.5 
7.0 
8.5 
11.5 
10.8 
8.7 
0.2 

6.3 
6.3 
6.6 
6.6 
6.5 
8.8 
10.8 
9.9 

7.4 

8.8 

10.3 

8.7 

10.4 

9.3 

13.4 

10.6 

11.5 
10.9 
10.7 
11.5 
12.4 
12.8 
10.6 


ft 

3.6 


New Hampshire 


3.& 


Vermont 


3.9 


Massachiisiftts. . . . . . . , , , , . . . 


4.1 


W^h<Kle Mffnd ...,..,. . 


4.1 


ronnwticTJt.. . ... 


4.1 


Middle Atlantic- 
New York 


8.5 


New Jersey 


2.9 


Pennsyl vanffi ^ , ^ ^ ^ 


3.4 


East North Central: 

Ohio 


3.7 


Indiana 


3.4 


Illinois 


3.3 


Michigan 


3.6 


Wisconsin. 


3.4 


West North Central: 

Minnesota. ... ... - 


4.1 


Iowa 


4.1 


Missouri 


2.8 


North Dakota 


6.2 


South Dakota 


4.6 


Nebnv^ica . . ^ . . ^ 


4.0 


iTannas . 


3.4 


Delaware 


3.1 




8.7 


VirHnia, 


3.6 


West Virginia 


3.7 


North Carolina 


4.0 




4.2 


Georsia 


4.6 


Florida 


4.1 


East South Central: 

Kentucky 


3.1 


Tennessee 


3.« 


Alabama 


3.fl 


Mississippi 


4.0 


Arkansas . 


3.0 


J inqi^iana r . , . r , , . . 


3.T 


Oklahoma 


3.0 




3.0 


Mountain: 

Montana 


4.0 


Idaho , 


4.0 


Wyoming 


4.6 


Ck>lorado 


4.3 


New Mexico 


4.0 


Arizona T - r . r - . . r 


3.8 


Utah 


4.1 


Nevada 




Pacific: 

Washington 


7.9 
8.1 
7.2 


40.6 
42.1 
50.0 


9.8 
9.5 
9.3 


3.9 


Oreeon 


3.8 


California 


3.8 
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Geographical dUtribuHon o/famMnort§age loans of 18 leading insurance companies. 



{Tbe figwe» tedieate the pe r ee n tagw 



l oa n e d in each State out of a total ftHm-mortuBse bnalnew of 
1414,000,000.] 



Alabama 0. 2 

Arkansas 18 

California 19 

Colorado 3 

Connecticut 003 

Florida 01 

Georgia 6 

Idaho 2. 9 

Illinois , . . . 7. 1 

Indiana 7. 1 

Iowa .^ 25. 5 

Kansas 8. 8 

Kentucky 1. 2 

Louisiana 2 

Massachusetts 002 

Michigan 2 

Minnesota 7. 1 

Mississippi 5 

Missouri 8.6 

Montana 07 

' Nebraska 8. 9 



New Mexico... 
North Carolina. 

New Jersey 

New York 

North Dakota. . 

Oregon 

Ohio 

Oklahoma 

Pennsylvania. . 
South Carolina. 
South Dakota.. 

Tennessee 

Texas 

Utah 

Vermont 

Virginia 

Washington 

West Vu*ginia. . 

Wyoming 

Wisconsin 



0.09 

.2 

.05 

.002 
3.3 

.03 
2.7 
3.6 

.02 

.2 
3.6 
1.4 
3.6 

.08 

.001 

.1 

.2 

.002 

.001 

.4 



Wednesday^ December 10^ 191S. 

The committee was called to order at 11 o'clock a. m., Hon. Robert 
J. Bulkley (chairman) presiding. 

STATEMENT OF MES. HAVILANB H. IVND, OEOANIZEE OE THE 

" FOEWAED TO THE LAND LEAGUE." 

Mrs. Lund. Mr. Chairman and gentlemen of the committee, the 
honor which has been conferred upon me to-day is fully appreciated. 
The gracious words of your chairman should place me at ease in this 
distinguished assembly. The opportunity oi addressing you who 
have the power of conferring upon the Nation the inestimable benefits 
which a proper system of rural credits will be is of infinite 
importance. 

In order to make the most of this valuable time I have written 
what I have to say, fearing that in the midst of such a multitude of 
detail as the proper treatment of this great subject involves I should 
wander from the point and fail in sequence. 

First, I wish to say that rural credits can not be treated as a sepa- 
rate subject. It is linked up in several directions with many other 
things. In order to have a proper system of rural credits we must, 
it seems to me, have an organization for rural betterment that shall 
coordinate lines of agricultural instruction, public health, labor, and 
marketing. Let us consider several forms of rural credit which are 
being brought to our attention through Europe. 

I will mention first the plan of the Landschaft, which is recom- 
mended by Mr. David Lubin in a recent pamphlet and which has 
been brought before your honorable body by Senator Duncan U. 
Fletcher. This system provides that each man shall have his land 
appraised and a bond issued thereon for 60 per cent of the value 
thereof ; that these bonds, selling at a high price and low rate of in- 
terest, would be sought after as a safe investment for widows and 
orphans. The system has been very successful in certain parts of 
Europe, and for the man who has land to bond it offers one way by 
which he can secure longer time and lower rate of interest, two very 
important things. One thing not mentioned in Mr. Lubin's recom- 
mendation is means for the proper inspection of such lands from time 
to time in order to know whether the soil is being properly conserved. 
In European countries where this system is in vogue the Government 
appoints a commissioner whose object is to see that the land is not 
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robbed of its fertility. We have no such commissioner in the United 
States, and the result is that our land is being robbed in a criminal 
manner. A bond issued upon the land under such conditions might 
be very good to-day and in 10 years have greatly depreciated. Here 
again we see that proper security is linked up with other things — 
government superivision of soil fertility and proper instructions in 
scientific methods of agriculture by resident instructors. At the 
present time we have neither in the United States, and to attempt to 
establish a system of rural credits with these two safeguards lack- 
ing would, in my mind, be premature. I quote from Mr. Lubin's 
leaflet : 

Rural-credit schemes are advocated on the ground of the economic benefits 
they would confer on the borrower, the farmer; but the Landschaft system of 
credits would also benefit an equally important body of people, viz, the widows 
and orphans of the land. The security offered under the Landschaft system 
would be so good and in so liquid a form that the price of the bonds would be 
too high and the interest on them too low for the purpose of professional 
money lenders. These bonds would, however, be eagerly sought after by those 
investors, who can not afford to speculate, who do not wish to speculate. And 
thht class of investors largely consists of those who have the funds of widows 
and orphans to loan out, and it is they who would purchase the Landschaft 
bonds in the United States as they do in Germany under this system. 

It would seem to me that the first essential step for the National Grange to 
take should be toward the realization of the Landwirtschaftsrat in the United 
States. It should back up Senator Duncan U. Fletcher in his efforts for its 
establishment as a national institution. What the boards of trade and cham- 
bers of agriculture are to the merchants and financiers of the United States, 
the Landwirtschaftsrat would be to the American farmers. Agriculture may 
be a powerful giant, but to-day this powerful giant, like Gulliver, is securely 
bound by the Liliputians, and helpless. With the Landwirtshaftsrat he would 
break his bonds and arise a militant giant among militant giants. 

******* 

The development of the rural credit systems in Europe has been by slow and 
painful steps. Though put forward in the simplest elementary forms and pro- 
mulgated on extremely conservative, cautious lines, the path of progress never- 
theless shows evidences of destructive loss. Only by profiting through the 
lessons taught by failure have the European systems become a source of 
economic benefits, and even now that they are profitable and of recognized 
advantage, we still find each of these systems in operation in extremely simple 
and elementary forms. 

• ♦♦**♦♦ 

The German Empire is composed of 24 States. The largest of these is the 
Kingdom of Prussia, which is divided into 12 provinces. Each of these prov- 
inces is required by Prussian law to elect a chamber of agriculture. The same 
system prevails in the other German States; all have their chambers of agri- 
culture instituted under law. Each of these chambers of agriculture sends 
one or more delegates, proportionate to its importance, to the German Landwirt- 
schafrtsrat, which thus becomes the oflicial council of agriculture for the whole 
of the German Empire. The Landwirtschaftsrat acts as an oflicial advisory 
board, with right of criticism and initiative on all agricultural legislation affect- 
ing the whole of the German Empire. You can see what power such a body 
can exercise if you will transfer it to the United States. JuFt imagine that in 
every State you had an organization counting some 20,000 members, and these 
were all federated, and you had, sitting in Washington, at stated periods, the 
council elected by these farmers of all the States to watch over their interests 
in matters of legislation. This system makes the banker or broker a necessity. 
The individual farmer can not go out hunting for the individual widow and 
orphan to sell his bonds to. He must pay a middle man for their disposal. 

Mr. Lubin and Senator Fletcher evidently have in mind the crea- 
tion of a permanent American farm commission which shall act in 
.A^merica as this Landwirtschaftsrat works in Germany. I will leave 
the Landschaft system at this point and take up the discussion of the 
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methods suggested by two prominent bankers who have made a study 
of European credits. Mr. George WoodruflF, president of the First 
National Bank of Joliet, 111., and Mr. B. F. Harris, vice president of 
the First National Bank of Champaign, 111., have for many years 
given a great deal of attention to the subject of farm credits. Both 
men have spent many months of time in ^Europe studying the coop- 
erative methods there. Mr. Woodruff is one of the members of the 
rural-credits committee in the Forward to the Land League, as is also 
Mr. Joseph N. Francolini, president of the Italian Savings Bank, 
of New York Citv. Both were in Europe this year as members 
of the American larm commission now in session. Mr. Harris be- 
lieves that the first step to take in America is to establish State or 
Federal banks to loan to the people under special acts creating such 
banks. Mr. Harris says : 

When the automobile was first introduced it was said it would find its great- 
est employment and be most used in France, as it required good roads, which 
they had par excellence. By the same logic it was prophesied that the United 
States had bad roads most of the time and poor roads all of the time, and they 
could not use the automobile to any extent. This prophet did not know us, 
nor our habit of building from the top down, and getting the cart before the 
horse. Contrary to prophecy we excel in the use of the automobile, working 
In our illogical way, the automobile is going to bring good roads a generation 
earlier than otherwise. 

The same trait is now finding another illustration in our cry for better farm 
financing methods. Before we begin to cry so loudly about wasteful farming 
methods which are such as to forbid or call for anything but longer-term loans 
at lower rates, at our present rate of soil exhaustion there would be no farms 
of fertility left and the mortgagor would find an abandoned farm at the end 
of the long-term mortgage. However, all this cry for better farm loans and 
rates is going to have its effect in bringing modem and permanent farm 
methods years sooner than otherwise. 

Speaking about the cooperative banking methods in Europe, Mr. 
Harris says: 

It would be interesting to see it tried out, and the result might be beneficial 
in developing the business ability and vision of our farmers, as well as in 
bringing more favorable financial aid. However, with the independent and 
individualistic tendencies of our people and the thousands of country banks 
we already have, I can not believe this system would appeal broadly to our 
farmers. In any event, it could not produce promptly the tremendous volume 
of money needed to cari-y on the improved, up-to-date farming we must adopt 
and that requires heavy investment in fertilizer, live stock, more and better 
machinery, buildings, and other farm improvements. 

The better method, it would seem, could come from land-mortgage banks 
to be provided by State or Federal law, or both, whereby they could be organ- 
ized and properly regulated and supervised just as is now done with our State 
and National banks. 

That is the system followed by the Credit Foncier of France. In the same 
line the German law of 1899, providing for the chartering of private joint-stock 
mortgage banks that now carry $2,618,000,000 in mortgages, being five times 
the amount carried by the landschaften banks organized more than a hundred 
years hefore. 

This, I think, answers the question as to which system is most 
successful in Europe. Both do away with the short-term mortgage 
with its renewal expense, and with the possibiliay of foreclosure, 
as all are arranged on the amortizement plan, or debentures issued 
against them by banks chartered and regulated by law. Mr. Harris 
is himself a farmer and operates a bank in a farming community. 

Mr. George Woodruff thinks that the banks themselves should 
meet the demand for this more elastic credit for the farm. After 
carefully studying the laws of Illinois, he incorporated the Woodruff 
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Trust Co., modeled primarily after the Credit Foncier of France, 
but. modified somewhat by the adoption of some of the provisions 
of the German mortgage act. Mr. Woodruff is selling bonds to 
create a loaning fund at 5 per cent, secured by farm mortgages, with 
a stringent clause for the conservation of the soil ; his trust company 
furnishes an inspector; he is loaning at 7 per cent on long-term 
loans. The 7 per cent provides for the sinking fund, so that the 
principal is retired and there is no possibility of foreclosure. Mr. 
Woodruff realizes that this is only the first step, and that it is 
wholly inadequate to meet the needs of the man who is honest, 
healthy, and mdustrioiis, but has no other capital with which to 
start life upon the land. Until the banking laws are so modified 
that these men can have credit Mr. Woodruff personally proposes 
to make some loans to such people and watch the outcome. 

Mr. Joseph Francolini, himself an Italian, and president of the 
Italian Savings Bank of New York City, a man prominent in the 
political and social life of New York, believes m fostering and 
developing cooperation among the people themselves, but recognizes 
the fact that they must have Federal aid in the beginning of this 
work. 

Dr. Leonard Eobinson, general manager of the Jewish Agricultural 
and Industrial Society, was largely responsible for the framing of 
the present rural-credit law in New York, a copy of which I will 
leave with your chairman. The Jewish Farmers' Cooperative Credit 
Union — ^the first and so far the only cooperative agricultural credit 
banks on American soil — were created by the Jewish Agricultural 
and Industrial Aid Society. 

This society is an offshoot of the Baron de Hirsch Foundation, 
which came into existence in 1890. From its very inception the 
Baron de Hirsch fund, among its other activities, made loans to 
Jewish farmers. Ten years later the Jewish Agricultural and In- 
dustrial Aid Society was incorporated, specially to look after the 
agricultural end of the Baron de Hirsch fund work. All agricul- 
tural matters were then turned over to the newly-organized society. 
It can therefore be said that the Jewish Agricultural and Industrial 
Aid Society, together with the loans made by its parent organiza- 
tion, has been engaged in the land-credit busmess close to 24 years. 
The land-credit system of that society is accordingly the oldest 
extant in the United States. 

With the exception of the manner of raising its funds the land- 
credit system of the Jewish Agricultural Society is not unlike that 
of the Credit Foncier and other corporate land-credit institutions of 
the type prevailing on the European Continent. Loans are secured 
by real estate mortgages and are repayable by amortization in mod- 
erate annual installments. The interest rate is 4 per cent. Although 
the funds of the Agricultural Aid Society are limited to a stated 
annual income and its operations are confined to a special class, its 
work shows the possibilities of land credit and its adaptability to 
American conditions. In the 14 years the society has been in exist- 
ence it has granted 2,800 loans, aggregating about $1,800,000. These 
loans were made to 2,500 Jewish farmers in 31 States and in Canada. 
The operations of that society thus embrace a much larger territory 
than those of all the land-credit banks in continental Europe taken 
together. 
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The first credit union commenced business in May, 1911; 3 were 
organized that year, 5 in 1912, and 9 in 1913, making a total of 17 in 
operation. Eight of these are located in New York, 6 in New Jersey^ 
and 4 in Connecticut. Each of them raised $500 or more from the 
sale of shares to members, and the aid society loaned them each 
$1,000 with which to begin operations. The form of organization 
of these credit unions is similar to that of the EaiflFeisen banks — 
after which most cooperative credit institutions the world over are 
patterned — in so far as that system could be adapted to American 
conditions and to the peculiar needs of the situation. They have an 
aggregate membership of 617 and a capital of $9,166. 

In 13 months they loaned out $73,624.66, about eight times their 
capital. Their net profits amount to $1,317.93 — that is, at the rate 
of 13i per cent per annum on their capital. 

Congressman Bathrick, of Ohio, has advocated a plan which pro- 
vides lor loaning to the farmer, at 4^ per cent per annum, capital for 
which the Government is paying 3 per cent, and using the profit of 
1^ per cent for good roads. This solves two very important ques- 
tions: Funds for the development of good roads; the long-term loan 
at a low rate of interest on the amortization plan for the man now 
owning land. 

Opposed to the judgment of such men as I have quoted, there are 
those who object to the plan of Federal aid. They give the fol- 
lowing reasons for their position: First, that it will destroy the 
initiative of the farmer if ne borrows money from the Government 
instead of from the banks ; second, that the farmers are so dishonest 
that when they know the Government is back of this loan they will lie 
down and refuse to pay, or try to introduce some legislation which shaU 
release them from the payment of their loan. In answer to the first 
question that it will destroy their initiative, let me ask: Why did it 
not destroy the initiative of the peasants in Europe when their Gov- 
ernment loaned to them, which it did in most of these cases? Even 
the more purely cooperative banks like the Raiffeisen bank were 
obliged in the beginning to pledge their concerted liability for the 
loans from the Government or from private banks. Mr. Kaiffeisen 
developed his system among the peasants who were on the verge of 
starvation. They were in the hands of the Jews. They could npt 
procure seed, fertilizer, or implements. His heart was so racked 
with their woes that he determmed to find a way out, and he finally 
worked out a plan that they should all pledge themselves individulally 
for the liabilities of the group; that they should ask for loans for 
specific purposes, all these purposes to be along productive lines. 

The loans would be passed upon by a group oi this man's immedi- 
ate neighbors, acting as a directory of the board, and so would be 
the united wisdom of six men rather than one, as to whether it was 
advisable on, a certain piece of land to put a certain crop, a certain 
amount of stock, etc. Then with this group, acting as one, adopting 
the motto "All for one and one far all," they applied to outside 
financial circles for the loan with which to begin their cooperative 
work. I quote from Wolff's People's Banks : 

It was in this position that Raiffeisen has the crushing troubles of the poor 
peasant cultivators brought vi\idly before his eyes in the famine years of 1846 
and 1847. His was one of the districts which the scourge of those yenrs vlsitad 
most severely. It was a poor country to begin with, with barren soil, scanty 
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means of communication, bleak surroundings, indifferent markets. Nature 
had provided a very stepmother to this inhospitable bit of territory, upon 
which the half-starved population — ill-clad, ill-housed, ill-fed, ill-brought uid — 
by hard labor eked out barely enough to keep body and soul together, with the 
support of the scanty produce of their little patches of rye, of buckwheat, or 
potatoes, and the milk and flesh of some half-famished cattle, and for the most 
part hopelessly pledged to the Jews. 

In the retrospect, it seems a small undertaking. To Raiffeisen's neighbors it 
appeared hopeless. "Where was the money to come from?" "From there," 
answered Raiffeisen. pointing to the skies. 

Tbe Bank of Flammersfeld was started with £300. The Jews found them- 
selves compelled to relax their grip. 

******* 

The Hon. W. E. Gladstone said : 

" If some one had told me a few years ago what progress cooperation was 
about to make I should have said that he was talking of a vision in Utopia. 
At a time when every mind appears busy with schemes of * social reform,* 
when every effort, alike of statesmen and of philanthropists, seems bent upon 
doing something to raise the social status and improve the material condition of 
the poorer classes, no excuse should be needed for calling attention to an insti- 
tution which — British as some of its supporters hold it to be in its prime origin, 
but adapted and developed abroad — has in some neighboring countries proved 
more helpful that any other In furthering the objects aimed at, but which 
among ourselves has this far scarcely attracted suflacient notice." 

******* 

In 3908 Mr. Lloyd George paid a hurried visit to Germany to see for himself 
the thing worked in practice. There are two cabinet ministers at work upon 
bills to carry the principle into effect, and everyone seems agreed that we must 
have such insurance. 

In 1864 the late Emperor William appointed a royal commission to inquire 
into its work, presided over by the late Prof. Nasse and having Dr. Siemens 
for a member. The report, published in 1875, proved so wholly favorable that 
the banks have from that time counted the imperial family among their warmest 
patrons, including the Empress Frederick, who has more than once given proof 
of her interest. Among the evidence collected by the commission mentioned 
occurs the statement already referred to of the Rhenish parson who confessed 
that the Raiffeisen bank in his parish had done more to raise the moral tone 
among his parishioners than all his ministrations, and the deposition of the 
presiding judge of the court of Neuwied, which shows how materially litiga- 
tion has diminished in his district owing to the conveniences afforded and the 
good principles installed by the local Raiffeisen bank. Doubtless our county- 
court judges would find them productive of the same good. The losses sustained 
are so trifling that within 15 years, in a business amounting to £6,400,000, 
not more than £1,500 have had to be sacrificed. Here is a power which in one 
narrow German union alone, embracing little over 600,000 members, had ac- 
cumulated over £15,000,000 of cash belonging to those members and attracted 
jtnore than £50,000,000 of deposits, which with such means at its disposal has 
raised annually about £185,000,000 of money with comparative ease and dis- 
tributed that sum, one might almost say, automatically, while reducing the gen- 
eral rate of interest, among the most productive channels. There are no shares, 
no entrance fees. 

I do not know that we have any reason to suppose that the Ameri- 
can people are more dishonest than those of Europe. These people 
did not take advantage of the Government when the Government 
loaned to them as a start for their funds any more than they took 
advantage of the private banks when the loans came from them. I 
do not believe that our people are that dishonest. The moment that 
the mass of the American people see that the Government is ready 
to extend a helping hand in this very practical way, their attitude 
toward the Government, which in some instances may be now what 
the opposition say it is, one of wishing to take advantage in every 
way, will change. The idea which prevails among a large number 
of our working people. Socialist and near Socialist, is that the Gov- 
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ernment is largely composed of self-seeking politicians to whom the 
welfare of the humble workingman is of no moment whatsoever. 

If we wish our Government to be permanent or at least not to be 
obliged to fight to make it permanent, we must do something straight- 
way to restore the confidence of the people in the officials of the (?ov- 
ernment. Coming in friendly contact with Socialists and other radi- 
cals as I do I know that their conservative leaders fear more than 
anything else some accident or sudden excitement that will set loose 
their extremists, and a war be on in spite of their efforts to hold 
down their hotheads till legislative action gives them some of the 
relief they demand. We can more safely risk being called paternal 
than be too slow in action. Those who use the word " paternal " 
are too often those who profit most by the lack of protection which a 
wise paternalism gives these full-grown children of the Nation, of 
whom there are so many. 

Whoever heard of a prosperous man in a rural community inciting 
ii riot? We can create a veritable army of peace by instituting a 
proper organization for bettering rural conditions; make it easy for 
the man to lead a prosperous and happy life upon the land. All of 
this can be done in such a way that the capital of the large business 
interests will pay for its installation and maintenance, but it must 
be organized. It can not Jbe haphazard. We must not attempt to 
build from the top down, as my banker friend says is our habit, or 
we will not get the capitalist to pay for this development of the rural 
life. 

In order to give you my idea of this plan for coordinating the 
different departments of work which must be done to successfully 
cope with this entire situation I will as briefly as possible state the 
main objects of the National Forward to the Land League, organized 
by me over a year ago. I am so often asked why I started it and 
what it is for that I think I will answer these questions first. I have 
always been in some line of welfare work, in business with my left 
hand and in charitable work with my right from the cradle. I lonff 
ago saw that ordinary charity was pouring water in a seive. It diq 
not get at the roots of anything. What you did to-day you could do 
to-morrow, and even more, and I determined to help the people to 
help themselves in a fundamental way. Banished to the Arizona 
desert for my health more than 10 years ago from the crowded dis- 
tricts of Chicago, my attention was first called to the peopling of the 
waste places. This would relieve the congestion of the cities. I took 
up the study of scientific agriculture during my convalescence, and 
found that under proper scientific methods the acreage necessary for 
the maintenance of a family was very much less than usually so con- 
sidered. 

I saw that with these scientific methods in use near neighbors were 
possible and the isolation which is the bane of the present rural life 
was obliterated. There are two fundamental instincts in man whicH 
must be satisfied if the race is to reach sound and permanent culture. 
These are the instinct of workmanship and the gregarious instinct^ 
known in popular language as the creative and social instinct. If j 
then, it is true that under scientific instruction the people can be 
placed upon the land with smaller acreage and nearer neighbors, 
where community life is possible, then why not create such a new 
type of rural life? It can not Ije done by letting the people go in a 
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promiscuous way on the land. The movement must be systematized 
and businesslike or it will result in one tragedy after another. It 
can not be delegated to separate disunited factors. The Government 
is best prepared to do it well. I saw that in order to create such a 
systematic, businesslike movement on the land we must have organ- 
izations in all the principal cities which should give out authoritative 
iyiformation about land and about everything pertaining to making 
a home upon the land. To my amazement I round that there was 
no authentic information about land itself, excepting in rare in- 
stances. A few States are beginning to agitate the necessity of soil 
surveys. For more than a year I have been talking about the crving 
need lor this, and the governors of the several States to whom I have 
talked have agreed with me that it should be done. 

This need not entail any ultimate expense to the Government, Statfe 
or Federal. The soil surveys are valuable, and the man will pay for 
such survey as he now does for an abstract of title and be glad to 
do it, so the money comes back from this and there is only a first 
expenditure. 

There is in Washington and at the State universities in oth^ 
States and in the archives of many private welfare organi;zations 
great reservoirs of information about scientific agriculture, public 
health, pure foods, recreation, vocationahwork, etc. Tons oi litera- 
ture are printed upon these various subjects and are mailed upon 
request to the applicant. Yet all of these people in the Government 
bureaus and at the heads of these private organizations will tell ywi 
that the requests are comparatively few and that their literature is 
not very much read. What we need, then, is to tap these unud^ 
reservoirs of information, to open up avenues from them into the 
great centers of our city life, and miaKe the mass of people who fti^ 
now ignorant of their existence know what a precious fund of knowl- 
edge there is waiting for them. These people do not read the be^oks 
and magazines which tell of these things. They read only the news- 
papers if they read anything. How to reach the ears of these peo* 
pie — that was my question. They are the ones who are preyed upto 
oy the land shark — the people in the factory and in the department 
store. The cheap lodging house and cheap hotels are overrun #ith 
land sellers representing fake land schemes on the installment pljan. 
How to get the attention of these people and let thetti Imow that 
there i^ a bureau of authentic information in their midst and that 
they need not take the land sellers' word for it — ^how to give them 
confidence in such a bureau — ^that was the question. 

This seems to be the solution : To coordinate the different buteaus 
in Washington and the agricultural departments of the several 
States with the Forward to the Land League, so that whatever WOrk 
is done by the league in their particular direction will be dii*ected 
and taught through that bureau or department. This leaves entire 
authority in each bureau for its own work. Several bureaus in the 
Department of Agriculture,^ the Bureau of Public Health, the De- 
paHment of Labor, the Reclamation Service, are so coordinated nbw. 
The heads of these bureaus are enthusiastic about the need of such 
a depot of distribution situate in our principal cities. They grefetly 
deplored the fact that much of the value of their work is wasted 
because it is unavailable to the mass. Having coordinated these 
several bureaus and organizations, I puzzled as to how an informa- 
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tion bureau in the city should be made attractive to the hard-working 
men and women tired from the day's work, and I hit upon the plan 
of having a permanent land exhibit. The temporary land show has 
been a tremendous success, but it was too ephemeral. Just as tihe 

})eople came to know it was there it was gone, and the railroads and 
andowners who made them possible are not enthusiastic about hav- 
ing more of them for that reason. Supposing the several States con- 
tribute a comprehensive land exhibit. It need not be large. The 
Federal Government is giving a worth-while exhibit of land still 
open to entry. Films are now obtainable in the Reclamation Service, 
and Mr. Blanchard gladly made them available and agreed to fur- 
nish lecturers from time to time. 

Coupled with this land exhibit let us have a moving picture per- 
formance free of charge. The moving picture is recognized as the 
greatest modern invention in education. When people see a thing 
they know it — ^you do not have to waste any time arguing with them. 
Let us show on the jfilms scientific agriculture as against the Umv 
hazard methods, noting the difference in yield and in profit; me 
story and the illustration of our boys' and girls' corn and tomato 
clute, pure foods, public health, and so on. Interspersed with these 
educational films let us have some of an amusement nature. I believe 
so much in teaching people through their play instinct. Children 
are not the only ones reached best in that way. These different Federal 
bureaus of which I have spoken have agreed to furnish such films 
and furnish lecturers to explain them. In each locality the study 
clubs that are formed from the mass of the people coming to view 
these performances will be put in touch with their own agricultural 
colleges through the extension departments or correspondence courses. 
The ^agricultural colleges tell me that within the past few years they 
have an increasing number of people from the city, and I am con- 
stantly being told by the people in the city that they want to study 
farming while they are still in town ; that they are paying for land 
by the month and that they want to learn something about the new 
job before they move to the land. Do not think that I suppose thai 
everybody in the city wants to get out of it. That certainly will 
never be true, but, since there is a very large proportion of the people 
th^e who do want to leave, with an organization by which they can 
be taught their new work before they start, and which arranges for 
practice in the back yard and vacant lot, it can be proved what co- 
operation can do for them, and they can be encouraged to go to the 
land in communities rather than individually. 

This relieves the competition of labor in the city and increases 
wages. This is especially true with regard to the immigrant. He 
is fixmped into the city and becomes a menace. A large proportion 
of them are trained agriculturists. If they could be put immedi- 
ately upon the land, either as farm help or farm owners, they would 
be removed from the competition of the American laboring man 
and become a constructive element in the United States instead of 
a destructive or competitive one. 

I realized in the beginning that this was the Government's work ; 
that no private orgamzation could long do it, but I thought it likely 
that I snould have to make a thoroughgoing object lesson of it be- 
fore the Government would take it up. In this, however, I have been 
happily mistaken. Mr. Post, Assistant Secretary in the Department 



84 BUBAL CBEDIXS. 

of Labor, and Mr. T. V. Powderly, Chief of the Division of Informa- 
tion, consider it advisable now to create a bureau in that department 
and carry on this work under Federal supervision. Mr. Post is at the 
present time preparing a report, to submit to Secretary Wilson upon 
his return, recommending that such a bureau be created. In the 
immigration laws the following wise provision is made, anticipating 
the necessity for such a coordinating bureau : 

The purpose of the Department of Labor shall be to foster, promote, and de- 
velop the welfare of the wage earners of the United States, to improve their 
working conditions, and to advance their opportunities for profitable employ- 
ment 

******* 

Sec. 10. That the Secretary of Labor shall investigate and report to Congress 
a plan of coordination of the activities, duties, and powers of the office of the 
Secretary of Labor with the activities, duties, and powers of the present bureaus, 
commissions, and departments so far as they relate to labor and its conditions, 
in order to harmonize and unify such activities, duties, and powers, with a view 
to further legislation to further define the duties and powers of such Department 
of Labor. 

' Sec. 11. That this act shall take effect March 4, 1913, and all acts or parts of 
acts inconsistent with this act are hereby repealed. 

Approved March 4, 1913. 

And it is under these provisions that Mr. Post is recommending 
this new bureau. Here we have vast machinery created to supervise 
and distribute the immigrant. We have an information bureau that 
is doing a very wonderful and a very little understood or appre- 
ciated service to the world. Why not extend this machinery, which 
is so entirely proper for the care of our immigrant, to those people 
of our own who are already here, the children of past generations 
of immigrants ? It would take very little more money or machinery 
to extend the usefulness of this department to all. Mr. Powderly 
has, through the information and employment department, this year 
placed between 7,000 and 8,000 immigrants on the land as farm 
help and farm owners. This, as I said before, takes them from 
the competition of the American working man. There has been a 
great deal of antagonism to this department, because there are a 
great many employment agencies in the United States who get $2 
every time a man is moved from one job to another, and I am sorry 
to say that there are some labor contractors who find it profitable 
to change the man from one job to another and let him pay this $2 
to the employment agency. Such as these do not care to have the 
Government giving authentic information about where there is work, 
its conditions, payment, etc. 

I have talked within the past few weeks with a large number 
of Congressmen and Senators about the necessity for this bureau, 
and there has not been one dissenting voice. The word "labor" 
means agricultural labor as much as any other kind. 

Men of large affairs after spending many hours examining the 
plan of the league have said that it was well nigh perfect for putting 
people upon the land under conditions which permitted a mmimum 
of mistakes. Given the fact that in all these principal cities study 
clubs are being organized along lines pertaining to agriculture and 
home making and that these people through the acquaintenance with 
each other in these study clubs naturally wish to be neighbors, it 
then follows that men who want to go to Florida would go m groups 
to Florida; the men who prefer California or Iowa would go m 
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groups to these States. This movement in groups, which would come 
about so naturally, would make it possible for the landowners to 
put in certain aaded improvements which would make rural life 
what it should be. You can not show the man with the small acreage 
to sell how it will pay to carry out the league's plans, but you can 
show the man with the large acreage that it will pay, and I will 
state here that there are several large landowners in different parts 
of the country now ready to fulfill the conditions which the league 
imposes, when we have any considerable organization to justify 
it, and six railroad companies have agreed to cooperate, as it in- 
creases their traffic. 

First the land company will file with us a report of their land 
from a disinterested agricultural expert, recommended by the agri- 
cultural college in that State. They will furnish an agricultural 
instructor until such a time as the Lever bill has been passed and we 
have a county expert in each county. They will build an adequate 
community building, the plans of which the league furnishes, this 
building to contain a gymnasium, boys and girls' club, theater, with 
stage for moving pictures or regular performances, which theater 
can be used for religious and political meetings as well; a chamber 
of commerce, fire department, library, nursery, kindergarten, play- 
ground for the children, lodge rooms, cafeteria. 

The price of this building can be distributed over a large acreage, 
so that the individual purchaser scarcely realizes that he is paying 
for it. They pay for recreation facilities as they use them, the 
price to be based upon keeping up the maintenance rather than mak- 
ing it profitable. In this way the city people, moving from the city 
with its amusements, find the possibility of social intercourse and in- 
tellectual life waiting for them. If we wait for them to move out 
there and make enough money in the new work to estabish such a 
people's house, it will be years before they can do it. Can they hold 
their children there without any recreation? Can they hold farm 
help there without any recreation? The great problem of our rural 
life, with its overworked women and its inadequate farm help and 
its children marching to the cities, is this lack of social and intel- 
lectual life. Provide it and they will pay for it as they use it and 
stay on the farm. The league also requires that a certain specific 
tract of land shall not rise in value for a certain given term of vears. 
This means that where 20 people move on a thousand acres of land 
and take 10 or 20 acres apiece the owners must contract to hold this 
tract of land at a certain figure for a certain length of time. Other- 
wise we would not be justified in giving their tract publicity. This, 
of course, provides for an increase in price to include the amount 
of the taxes, overhead charges, and interest. In other words, a man 
says I invest so much money and am content with a certain profit. 
Anything above this price belongs to the community, whose presence 
here caused the advance in price. This, of course, leaves the price 
of land adjoining this tract untouched, and so all we do helps the 
landowner, but even so we should not hesitate to help the many 
needy because we also help some not needing help. We can right 
that some other way. That is another story. Now, if we are to rec- 
ommend the land when it has these added improvements upon it, this 
league or the Federal bureau which may be established is entitled to 
a small commission on the sales made to those whom they send. This 
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makes the work ultimately self-supporting. But you observe that we 
nm into the landowner here, and a majority of them do not care to 
have their profits curtailed. 

Any number of land companies have been willing to furnish money 
for this organization if I would recommend their specific tract of 
land and commercialize the plan, but this would immediately destroy 
the integrity of the information bureau, no matter how good the 
land might be. 

Now, m regard to the credit plan of putting the man on the land 
who has no land to mortgage. That would have to be done by careful 
selection, and that careful selection is easy when you have these study 
groups under your observation. Now, if you loan to that man you 
must do it in connection with life insurance. 

It makes no difference whether it is a private bank or the Govern- 
ment, whoever loans it to him, it would nave to be linked here with 
the life insurance feature, so that in case he died the loan would be 
repaid from the insurance. If you put groups of men on the land, 
with their labor as their capital, and the instructor is there teaching 
them how, he is going to make good if he lives. The life insurance 
takes care of the debt if he dies. I have talked that over with several 
presidents of banks and railroads, and they say that carefully selected 
colonies could be very safely financed in that way. Of course the 
Government itself might carry that insurance if it wanted to do so, 
or it might arrange with any insurance company for a flat rate of 
insurance at a very small cost. 

I think I have shown how rural credits is linked up with several 
things besides just loaning money on a lower rate of interest and on 
a longer term than heretofore, but now we come to the most import- 
ant link of all, namely, this land question. We should make it easy 
for men to locate on the land. We regulate public utilities. We 
find the Government concerning itself more and more with subjects 
which heretofore have been considered those of private business. We 
are investigating the high cost of living and cold storage as well as 
the water-power trust. We have investigated Wall Street, and never 
again will it do what it has done. The mining-stock swindler is 
negligible because of Government inquiry. The last pirate on the 
commercial sea is the land pirate, and it seems strange to me that 
he has been left to roam at will so long. We all agree that the home 
is the center of everything worth while. We know that it is only by 
the establishment of prosperous homes that our Nation can live, and 
yet we have permitted the land swindler to go unmolested. A sharp 
deal in land is looked upon much as a sharp deal in trading horses. 
Certain States are now taking steps toward the regulation of the 
land business. Why should land values not be standardized? Why 
should not the water be squeezed out of land stock? Why shoula 
it not be appraised according to its productive value, and a soil 
survey made that we may know what that productive value is? 

I have talked with some of the biggest land men in the world, 
men operating on hundreds of thousands, yes, millions of acres of 
land ; and they tell me that they know it must come, that it is inevit- 
able. They wonder that it has not been done before. They are not 
taking steps to help bring it about, to be sure; but they admit that 
it should be done, and the honest land man will help. There is 
nothing now in the full-page display in the newspaper to differen- 
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tiftto the honest land seller from the swindler, hence honest land- 
owners welcome something that will differentiate ; it is the broker 
who objects. I wish that some one would introduce a bill to regu- 
late and standardize land values and to devise a more equitable 
means of taxation. We need to put an end to the speculation in 
land. To install rural credits now would be a step in the right direc- 
tion. It is the first step. I favor Mr. Bathrick's bill as a start, 
and after that teaching through granges, farmers' unions, and other 
rural organizations as well as urban organizations lessons of coop- 
eration which will bring about cooperative banks on the Raiffeisen 
plan. I suppose ultimately we will have many forms of rural coop- 
eration, as our country represents many temperaments and needs; 
but let us see to it that any system of farm credit that is decided 
upon makes soil conservation a condition. T^e do not want to loan 
money for the farmer to buy another farm and speculate in land 
as he is doing at the present time, thus increasing tenants upon 
the land rather than homes on the land. Let us loan only for pro- 
ductive purposes. Since it did not destroy the initiative of the 
bankers of America to borrow from the Government or the railroads 
and certain other public utilities to have Federal assistance, let us 
believe that the farmer will also treat this assistance from Washing- 
ton in a grateful and honorable manner. 

The Chairman. I would be glad if you would disuss a little more 
fully the difference between the Landscnaft system and the New York 
system. 

Mrs. Lund. The system adopted by the State of New York is 
based almost entirely on the Raiffeisen system. 

Mr. Platt. That is not the mortgage system ? 

Mrs. Lund. No; the people themselves come together and create 
a little cooperative bank and pay so much for their Siares. 

The Chairman. You do not mean there should not be any mort- 
gage system at all ? 

Mrs. Lund. No. I think it is not the best place to begin. I think 
the land-mortgage system will probably come about eventually, but 
I say if we have a loan-mortgage system let us have soil conservation 
in addition to that, and have loans directly from the Government and 
not have the Government loan to the banker at 2 per cent to move 
crops and they loan to the farmer at 8 per cent, as they lately did in 
Tennessee. 

Mr. Platt. You speak of the necessity of soil surveys, but you do 
not intimate that the Government is going into it. 

Mrs. Lund. In some places it is, but in some places they have 
altogether an insufficient appropriation and can not begin to do it, 
and only a few States are beginning it at all. 

Mr. IrLATT. I do not think the States have anything to do with it. 
My congressional district contains three counties, and my county 
was surveyed a number of years ago. The publication of it is out 
of print and I can not get any more, and another county has been 
surveyed and they are publishing the book now, and the third county 
I understood was being surveyed this year. They are doing that 
all over New York State. They depend on the cooperation, not 
necessarily of State authorities, as I understand it, but of agricul- 
tural school experts. They take, for instance, a boy from Columbia 
(Allege — ^boys who are studying agriculture — and send them up there 
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to help in the work. The appropriation is insufficient, so they have 
to get some local help, but it is not State government help, as I 
understand it. 

Mr. Ragsdale. You differ with the President, then, in that he does 
not think the Federal Treasury should have money directly invested 
in this, but thinks it ought to go through the local banking system 
or a system to be established in connection therewith, while you 
think this money ought to be loaned directly from the Treasury. 

Mr. Weaver. I think you misconstrue the President. 

Mr. Ragsdale. I understood him to take the position, and has 
steadily taken the position, there shall be no direct loans from the 
Federal Treasury to anybody other than through the banks. 

Mr. Weaver. I never knew him to indicate that the Government 
would not back a banking proposition for the benefit of the farmers. 

Mr. Ragsdale. That is exactly what I am trying to get developed 
here. You in your system here recommend so and so. In recom- 
mending Government aid you state here on the last page : 

I believe also that to carry forward the remedy that it may overtake the dis- 
ease the Government must lend money to a limited amount at least. 

What was your indea ? To whom should it be loaned ? 

Mrs. Lund. Directly to the farmers. You did not misunderstand 
it. I think we can have Federal money loaned directly to the farmer 
on land mortgages at a low per cent for money on tne farm, as the 
Landschaft system suggested, but with supervision as to soil conser- 
vation. I think the Landschaft system is all right, but I think I 
like the other better. I felt the Landschaft system should not be 
installed unless we did have soil conservation in connection with it. 

Mr. Eagsdale. The point I want to develop — because to my mind 
it is going to be the very center of the fight in the system — is whether 
or not the Government should loan money directly. 

Mrs. Lund. I do not see why it should not, just as well as to build 
a railroad in Alaska. 

Mr. Platt. Your scheme does not contemplate a loan directly, but 
through those credit associations. 

Mrs, Lund. Either way ultimately. The trouble is you can not 
get your rural associations to work together quickly enough to re- 
lieve the situation we all suffer from now. To get our people or- 
ganized in these cooperative banks is going to take a long time. It 
seems to me if the Government would loan on farm mortgages as 
they are secured, so as to meet the immediate need and encourage 
these people in the formation of little cooperative banks, Landschaft 
system, or Raiffeisen, whichever you decide upon, then we would 
get it coming right after awhile, but it is going to take so long to do 
it. It is so difficult to get that started. It took Europe years. Help 
farmers now through Government loans directly and teach them. 

Mr. Eagsdale. If the people will not organize these cooperative 
organizations, would you not take that as prima facie evidence they 
do not need the money ? 

Mrs. Lund. I will tell you the point they balked at. It is unlimited 
liability. In all these cooperative banks, if 10 men agree to come in 
those men go security for the other fellow's liabilities, and that 
brings about a general amount of inspection of one neighbor by the 
other, and it takes in the beginning greater confidence than the aver- 
age American has. People do not go easily on the other fellow's 
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notes, and it requires the bringing of another spirit and education 
into the community. This social center idea works it out in turn; 
but it is the time it takes I am begrudging, and I feel if we had Fed- 
eral assistance for the next few years, while we are doing this educa- 
tional work, it would enable the farmer and the man who wants to 
go on the farm to know what cooperation really is and what advan- 
tages there is in it for him. 

Mr. Platt. You start at the wrong end. Cooperation ought to 
come first, and the help should come if more capital is necessary. 

Mrs. Lund. I may be wrong about it. 

Mr. Platt. Then they can pool for themselves. Then there would 
be some sources to which they could go — not necessarily the Govern- 
ment, but the banks. 

Mr. Eagsdale. Your idea is this, as I understand it now : To create 
an available fund on the part of the Government and then teach the 
people in the rural communities if they will do certain things they 
can secure this fund ? 

Mrs. Lund. No; I do not put it just in that way. 

Mr. Eagsdale. Do you not think that is the better way to do it? 
That if the Government, for instance, has a certain number of Treasury 
notes here, they should be set aside for the rural communities ? Sup- 
pose these communities were informed that under certain conditions, 
to be laid down by law, the details of which are to be operated by 
the Treasury Department here, or the Agriculture Department, that 
they could, on long time — for a long time — and at a low rate of inter- 
est, under reasonable conditions, secure advances that would make it 
possible to develop the rural communities and make their homes 
more habitable and appeal to them more to do things, do you not 
think that is one of the better ways ? 

Mrs. Lund. I think it is a very excellent way, but I think it is 
going to take a great deal of time to do it that way. 

Mr. Eagsdale. If the Government would make immediately avail- 
able a sum of money and inunediately put field agents out and let the 
whole world know this money was all available as soon as they could 
meet certain conditions, i,t would not take long. 

Mrs. Lund. No ; that should not take anjr great length of time. 

Mr. Eagsdale. Would that not be the easiest and most direct way 
to bring about this reform ? 

Mrs. Lund. Your idea would be that you make this fund available 
so this educational work could be immediately undertaken in the 
rural communities imder the auspices of the Government ? 

Mr. Platt. Where is the Government going to get this capital 
loan? 

Mr. Eagsdale. Why should not the Government take the credit 
notes and use its money for the development of the rural communi- 
ties the same as they do in building railroads in Alaska? 

Mrs. Lund. Many private individuals will loan money to the Gov- 
ernment for this work at a low rate of interest. 

Mr. Eagsdale. The Government is going to create its own money. 
We laid down in the banking and currency system there should not 
be any more money except that created by the Government. 

Mr. Weaver. You mean to print it with a printing machine ? 
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Mr. Bagsdale. How is any money printed except with a printing 
machine? It does not make any difference whether it is printed for 
the banks or for distribution by the Government or for (distribution 
individually — ^it is all printed by a printing machine. 

Mr. Platt. Do you think it can be manufactured by. a machine ? 

Mr. Bagsdale. IS o ; but I think we have the power to raise it by the 
tariff and the various taxes, which we are now doing. Why should 
not a small part be used for this purpose? If our credit is sufficient 
to pay $175,000,000 a year for pensions 50 years after the waj*, it 
seems certain in these imdeveloped rural communities, where the 
Government owns a large part oi the land, it can devise a system to 
develop its own land. 

Mr. l^LATT. Then it goes back to a matter of taxation, and you have 
to get the money back from the people by taxing them. 

Mr. Eagsdale. No. It is merely a system of usin^ the credit of 
the Government to develop the agricultural interests m order to de- 
crease the cost of living. 

Mr. Platt. If I borrow $10,000, 1 expect to pay it back. Does the 
Government have any means to get it ? 

Mr. Bagsdale. Yes, sir. 

Mr. Platt. What is it ? 

Mr. Bagsdale. Threefold. First of all, we are getting money to 
loan now through the postal departments. That is one way we are 
raising money. Another way we are raising money would be by 
loaning it on land in these rural communities. We would not be giv- 
ing it away. It would be paid back by these people. 

Mr. Stone. Do you mean for the Government to set aside a certain 
sum for pensions and have that loaned ? 

Mr^ Bagsdale. A certain sum available for that purpose. 

Mr. Platt. What I wanted to bring out is, that you can not have 
capital unless somebody has saved it. It has to be created and saved 
by somebody. I concede the Government might do it, but the Gov- 
ernment is not much given to saving. 

Mr. Bagsdale. Why can not the Government by law create money 
and state that this money shall be secured by farm mortgages and 
loaned direct? Where is the difference in the Government loaning 
the money to the banks of the country and loaning it to the farmers 
of the country? The Government issues its bond and deposits that 
bond with the bank and then receives it back into the Treasury, and 
on that issues a bank note, and the honest security that the Gov^'n- 
ment holds and which the people have is the credit of the Gov- 
ernment, because the honest security other than the bank is the 
liability of the Government. The bond of the Government is the 
real basis of credit for a bank note. 

Mr. Platt. I think we are getting pretty far afield. The French 
Government tried that in the revolution. 

The Chairman. Yes; we are getting far afield. The purpose of 
the hearing is to develop facts and not to argue economics. 

Mr. Platt. You stated, Mrs. Lund, that a very large proportion 
of the people want to leave the cities. Do you think that is really 
true? 

Mrs. Lund. Yes; it is true. In the work I have been doing I get 
wind of these people. They come to me and write to me, and then, 
as I said, I have been in the Southwest, where we see whole trainloads 
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of people come in there every day and come to stay, who go and buy 
farms. The number of people who want to get upon the land is 
amazing, greater than you think ; I was surprised. 

Bir. Platt. It seems to me, if they want to go in the country, the 
place for them to go first is in the great eastern cities. 

Mrs. Lund. There are a great many of them there. I have been 
in the great eastern cities — Chicago, Boston, and New York — and I 
find any number of these people who want to get out upon the land, 
and they write me asking how they can do it. 

Mr. Weaver. Where is your home? 

Mrs. Lund. In my trunk, I might say. I was dislodged from 
Chicago over 12 years ago by sickness, and I have been tramping ever 
since. I have been in the Southwest the last 10 years. My last home 
was in Los Angeles. What was your question, Mr. Platt? 

Mr. Platt. A large proportion of the people in the cities want 
to ffo out in the country? 

Mrs. Lund. Yes; there are many people who want to do that. 

Mr. Platt. People are always leaving the city to go to the country. 

Mrs. Lund. But there is no social recreation or advantages. 

Mr. Platt. As much as there ever was. 

Mrs. Lund. I know it, but they will not stand for that. We have 
to create a new type of rural life. They will not stay on the old farm 
as it is, and I do not blame them, and you would not, but there is 
no reason why we can not have a rural life that has the best in- 
fluences in it. We easily and cheaply have picture shows. The 
young people and the farm help are the most important. They are 
the people who will not stay. They are happy if they can have 
their dances and mechanical music, and picture shows and theatri- 
cals, and other amusements that tend to keep them there. 

Mr. Rlatt. Your idea is to develop the social life of the country? 

Mrs. Lund. Yes, sir. 

Mr. Platt. Do you not think the fundametal trouble is the lack of 
money for the t)eople to develop their farms and for people to buy 
farms? 

Mrs. Lund. Yes; that goes hand in hand with it, but those Who 
have money and farms — and there is no scarcity of money with some 
farmers — Cleave the farm and go to the city, ana their children do not 
stay on. the farm but go to town, and they always will until we build 
up this ilew social lire in the country and make social centers and 
have dolnething: to make life enjoyable. 

Mr. pLATlr. We ought to try to make our farm life more like that 
in Germany, where they go out from their villages to work upon the 
farms. 

Mrs. Lund. Mr. Smythe, of Los Angeles, several years ago, began 
talkinff about one acre of land in Southern California. Personally, 
I think Uie unit should be a little larger, but Mr. Smythe began 
building up colonies. One of them is now five years old, and he had 
proved certain things there. 

Mr. Weaver. They call one acre a ranch out there. 

Mrs. Lund. Yes. In this little village they have about 400 people, 
about 105 families. It shows the city people do want to go upon the 
land, because here we find doctors, lawyers, dentists, school-teachers, 
bank clerks, college professors, and clergymen all coming out there 
and taking up their little acre, glad to be near enough to the city 
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to go in once in awhile, but wanting that life on the land. They have 
their little clubhouse — ^it was nothing but a tent when they started — 
and they have their social amusements, their dances, and their card 
parties, and you can not meet a more happy, oharming, and demo- 
cratic people on the face of the earth. 

Mr. Weaves. Do they have any churches out there ? 

Mrs. Lund. They have a church service in this clubhouse. 

Mr. Weaveb. Do they have the dances and services together? 

Mrs. Lund. Oh, no ; on alternate days. 

Mr. Platt. I do not dispute that city people want to go on the 
land ; I do myself ; but that does not represent any idea of the mass 
of the people. In my county, where there is a population of about 
80,000 people, there are 25 granges, and pretty near every grange 
has its own hall throughout the villages, ranging in population from 
300 to 2,000 or 3,000, from 5 to 6 miles from each other throughout 
the whole county, and nevertheless the population of the rural dis- 
tricts is decreasing. They have every advantage — rural free de- 
livery and telephones, and all that, and every man gets a daily paper. 

Mrs. Lund. Is he entirely satisfied with the market at the present 
time? 

Mr. Platt. He is only 75 miles from the greatest market in the 
world, and that is New York, with two railroads and transportation 
also on the Hudson. What better could he get? 

Mr. Weaveb. What is the price of the land? 

Mr. Platt. About $100 an acre — farms that will pay them thous- 
ands of dollars. I have known men to go there and buy farms and 
pay for the farms out of the proceeds derived from the sale of their 
apples. 

Mrs. Lund. On the other handj here is a firm of private bankers 
in Chicago who sold in 60 days' time over their counter through ad- 
vertising over 75,000 acres of land to city people. 

Mr. Stone. Do you not think the decrease in the rural population 
in an old settled community like New York is due to the improved 
machinery that removes the necessity for so many farm laborers? 

Mr. Platt. That is one theory. 

Mr. Stone. I judge that would be the principal reason. 

Mr. Platt. But there are farms where a living can be made under 
worse conditions than the present. 

Mrs. Lund. One of the reasons is the woman. Women will not 
stay on the farm where they can not get help, and they will not do 
all the work. The women want their daughters to marry city men, 
so that they will not have the drudgery their mothers had. You will 
have to do something to get help out there on the farms. 

Mr. Platt. If you can get the women to be willing to live on the 
farm you would solve the whole question. 

Mrs. Lund. Indeed, you would. A man wrote me from Missouri 
saying that he knows a thousand men who want to live on the farms, 
but they can not, because their wives will not go. 

Mr. Stone. Both sexes are getting restless now. 

Mrs. Lund. Do you not see how this teaching cooperation solves 
that? When these people have their cooperation bakeries and laun- 
dries, etc., and do away with a lot of that work, it will be different: 
They can get help for this, because help works willingly in groups ; 
and they will have their social life, too. 
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Mr. Weaver. Is it not true that in Europe the cooperation rural 
credits go hand in hand with the social matters ? 

Mrs. Lund. Yes. That is why I- say we can not take it up by 
itself. 

Mr. Stone. It would be a good thing if we could have the same, 
social conditions as in Germany, where the people go from the vil- 
lages out to their work on the farms, where they are all related, 
have the same religion, and speak the same language; but you can 
not find communities in the United States where that situation 
prevails. 

Mrs. Lund. No; but you can begin bringing it about in just this 
way: By groups going into communities — groups that are alto- 
gether harmonious. They find themselves here in the city, and they 
know they are harmonious. It is especially true in grouping your 
immigrants. The Salvation Army, the Jews, and the Roman Catho- 
lics have proved the truth of this in our own country ; that they will 
settle in groups and be prosperous and content. You can bring 
about cooperation in these groups of people, already friends, a 
great deal easier than you can in a scattered community. 

Mr. Weaver. People bound by strong common ties would coop- 
erate more easily. 

Mrs. Lund. Yes, indeed; and yet in Boston, where they have a 
credit union law, strange to say, it has not yet been used for rural 
communities, but in the towns. 

Mr. Platt. That is true of New York also. 

Mrs. Lund. I do not know about New York, personally. I met 
Miss Cooke, who has charge of a credit union in Boston. She is a 
Wellesley girl, and I asked her about the different nationalities 
coming together in this cooperation, and she said they had six differ- 
ent nationalities in her union. I said, " Americans ?" And she 
replied, " Yes ; some Americans." And she further added that the 
fact there were some Americans gave the foreigners the confidence 
She said it was very successful and growing very rapidly. 

The Chairman. You suggested a little while ago, if we should 
undertake to adopt the Landschaft system we should have to couple 
it with some provision for inspection in order to avoid deterioration 
of the securities. What other points are there in the Landschaft 
system that you particularly criticize? 

Mrs. Lund. None at all. I think that system is all right if you 
are going to loan on mortgage bonds. My point is if you are going 
to loan on mortgage bonds why should not the Government loan 
directly instead of hunting up the widows and orphans, and if you 
do you have to pay the middleman something, you have to have the 
Landwirtschaftsrat. 

The Chairman. Your idea is to hitch the Landschaft system onto 
a system for aid from the Federal Treasury ? 

Mrs. Lund. Yes; with soil inspection. 

Mr. Weaver. That is not the European system — a direct loan? 

Mrs. Lund. Yes; in some countries it is a direct loan from the 
Government. 

Mr. Weaver. In what country ? 

Mrs. Lund. I think France loans direct from the Government. 
It did at one time. 
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Mr. PiiATT. Loans to the credit associations, but not to the farmers. 

Mrs. Lund. Yes ; it loaned in the beginning directly to the people. 
I think this other grew out of it. 

Mr. Platt. It has, of course, to go back to the days of the French 
Revolution, when it did everything under creation. 

Mrs. Lund. The point is : The banker wants you to loan to the 
banker, but you must give that banker something or he is not going 
to handle the funds. I say, why not save that and give it to good 
roads ? The bankers have other business — they have not been anxious 
to loan directly to farmers — we need not create new business for him. 

The Chairman. Do you wish to make any comment on this New 
York law you handed to me? 

Mrs. Lund. Only this: Dr. Robinson, of the Jewish Agricultural 
Society, has been working for 25 years in America with American 
conditions, and that is what they evolved as the best. I think it 
deserves consideration. I only handed it to you for your informa- 
tion. I had a letter from Dr. Robinson yesterday. He said he 
would like to have something to say about this work. 

Mr. Weaver. We would like to hear him. 

Mrs. Lund. In his letter he says : 

I am especially interested in the intended legislation for the creation of a I 

new bnrean in the Department of I^abor to direct the immigrants to the land 
with which Mr. Post is associated. I should like very much to have a talk 
with Mr. Post on the subject and render such services in the framing of his 
legislation that I may be able to. 

The only reason he is not here to-day is because of the Civic 
Federation meeting. I asked him to come down and be here tb-day. 
The Civic Federation meets to-morrow or next day, and he could 
not come. ' 

The Chairman. I thank you very much for your trouble in appear* 
ing here. 

(At 12.30 p. m. the committee adjourned.) 



Thursday^ December 11^ 191S. 

The subcommittee met at 11 o'clock a. m. 

Present: Eepresentatives Bulkley (chairman), Stone, Weaver, 
Kagsdale, Hayes, Woods^ and Piatt. 

The Chairman. Mr. Howell, the committee would be glad to know 
about the organization you represent. 

STATEMENT OF MR. EDWIN F. HOWELL, CHAIRMAN OF COMMIT- 
TEE OF THE UNITED STATES LEAGUE OF LOCAL BUILDING AND 
LOAN ASSOCIATIONS, NEW YORK CITY. 

Mr. Howell. Mr. Chairman, this committee is one appointed by 
the United States League of Local Building and Loan Associations, 
under a resolution that was passed at it6 convention at Milwaukee in 
August of this year. The United States I/cague is composed of 
delegates from the various State leagues of local building and loan 
associations. It is not a financial federation. It is organized purely 
for educational purposes and for the protection of business gen- 
erally. 

I file with you, Mr. Chairman, a copy of the last report of the 
proceedings oi that league, showing that the league is composed of 
delegates from 27 local leagues organized on State lines. 

The Chairman. About how many local building and loan asso- 
ciations does that include? 

Mr. Howell. That includes over 5,000 associations out of a total 
of 6,273. 

The Chairman. That is to say, there are 6,273 existing associations 
in the United States? 

Mr. Howell. In the United States; yes, sir. And they are or- 
ganized in every State in the Union with the single exception of 
Vermont. 

Mr. Weaver. May I ask a question right there? They are all 
located in cities? 

Mr. Howell. Oh, no, sir. This gentleman, Mr. Haymaker, will 
represent an association in a farming district. 

Mr. Weaver. That lends money on farms? 

Mr. Howell. And perhaps when we try to make a distinction be- 
tween city associations and rural associations I might say that the 
association with which I am connected as an individual is operated 
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at 195 Broadway, New York, and that association has four farm 
locals located in New Jersey. 

Mr. Weaver. Just four farm locals? 

Mr. Howell. We have four; yes, sir. 

Mr. Weaver. Just four? 

Mr. Howell. Only four. I think that is doing pretty well for 
an association doing business within 600 yards of Wall Street. 

Mr. Weaver. Yes, sir ; it is surprising they would have any. 

Mr. Howell. Speaking on that point, in the State of New York 
there are many associations that are altogether rural. That associa- 
tion at Gouvemeur, a little village in the State of New York, has 
over a million dollars invested, principally in farm mortgages. I 
only speak of that as one among a number of them doing business in 
the same way, and they all do business with farmers. 

The distinction between the farmer and the city man is that the 
city man organizes himself, and the farmer thus far has not taken 
advantage of the privilege of organizing himself. 

The Chairman. Can you give us an idea of about how many of 
these associations are primarfly occupied with city loans? 

Mr. Howell. No ; I could not give you an idea of that. There are 
no figures available to show that, I do not think, in any State of the 
Union, because such a question has never arisen until this agitation 
began. 

The Chairman. You mean by that that the organizations loan both 
on city and farm property ? 

Mr. Howell. Yes, sir; they loan on any property that is proper 
security for the moneys they put up. There is no distinction what- 
ever. 

As a matter of fact, I can not see how there can be a distinction 
made. A mortgage on land is just the same whether it is put on the 
land included within a city or village or out in the suburbs or in a 
rural section. It is a debt, and the debt of one man is no different 
from the debt of another man, no matter what the security he pledges 
for that. 

Mr. Eagsdale. That is not the case in the loaning of money 
throughout the country, is it^ and those who control large sums of 
it, like the insurance companies? 

Mr. Howell. Well, of course, now, gentlemen, I am not here to 
answer for the insurance companies. 

Mr. Bagsdale. I readily concede that, but you made the state- 
ment — ^if you will pardon me — that there should not be, and, as I 
understood you, that you knew no reason why there should be any 
distinction between the lending of money in towns and in the coun- 
try. I merely wanted to develop the fact that there was such a 
distinction, whether or not it ought to exist. 

Mr. Howell. I do know that there is such a distinction. The sav- 
ings banks of New York loan only on Manhattan property ; they will 
not even loan in Brooklyn. Such a distinction does exist, and it 
exists^ of course, by reason of the rules made by the particular in- 
stitution that is loaning the money. It has no foundation in law 
whatever. 

Mr. Weaver. Any man can do what he will with his own money 
as long as he does not violate the law. 
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Mr. HowBLL. Yes, sir; and of course you can not have a law that 
will compel any man to loan his money anywhere. 

Our committee originalljr was composed of five, but the other 
gentlemen live at such a distance from Washington that they have 
been unable to attend. One gentleman from Omaha and one from 
North Carolina expressed their regrets that they were not able to 
come to Washington at this time, as they already have been here 
and appeared before the Department of Agriculture on this same 
question. 

The Chairman. This committee that you speak of is a committee 
on. rural credits, is it? 

Mr. HowELii. Yes, sir; on rural credits. 

The other gentleman told me on the telephone yesterday that he 
did not consider it was possible at this late day for the Congress of 
the United States to pass any unconsidered or harmful legislation 
and he thought that in coming to Washington we were wasting our 
time, more especially, of course, as we are here at our own expense. 
This league of building and loan associations provides no funds by 
which its committees can carry on their work. They must do it for 
love and not for pay. 

We are here, Mr. Chairman, in no spirit of antagonism toward 
any other financial institution or body of men. We are here solely 
to help. These associations are institutions of self-help, organized 
self-help, and in their operation are purely community institutions. 

In the 6,273 institutions there are over 2,500,000 people organized, 
and the total investment of savings placed entirely on land mort- 
gages, repayable on the amortization plan, is $1,137,000,000 in the 
United States. 

Mr. Weaver. They have that much loaned out or that much capi- 
tal? 

Mr. Howell. There is no distinction between capital and money 
loaned out. These institutions are mutual savings institutions, and 
immediately invest all the moneys that come into their possession. 
They have no capital. 

]V&. Weaver. They have money on hand, though, don't they ? 

Mr. Pdatt. No capital stock. 

Mr. Weaver. I know they do not have. 

Mr. Eagsdale. They have no capital stock? 

Mr. Haymaker. It is all capital stock. 

Mr. Weaver. You have simis of money lying idle? That is what 
I am trying to get at. 

Mr. HowEU[>. No ; they have no sums of money lying idle, with the 
single exception of the small amount of money necessary to conduct 
their business. I can not give you the amount of uninvested funds. 
It is not idle capital ; it is uninvested funds only. 

Mr. Haymaker. Here is a statement of that. 

Mr. Howell. This statement shows that these 6,273 associations in 
the United States on the 1st of January, 1913, had $35,384,000 un- 
invested. 

Mr. Weaver. That is what I was driving at. It is just a difference 
of terms; we had the same idea. 

Mr. Howell. That is an average of about $5,000 to an association ; 
a little over $5,000 to each association. It is impossible for any asso- 
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elation doing a financial business, with such a vast amount of money 
on deposit practically payable on demand, the same as in any other 
savings institution, to conduct its business without at least $5,000 
in bank. 

Mr. Ragsdale. Pardon me. You do not mean to tell me that the 
members that have their money in can draw it out at will ? 

Mr. Howell. Yes, sir. 

Mr. Bagsdale. All these associations? 

Mr. Howell. All these associations. 

The Chaibman. What is the limitation on that, Mr. Howell? 
What notice can the association demand if it wants to ? 

Mr. Howell. In the State of New York the limitation is precisely 
the same as it is for savings banks — 90 days. 

The Chaibman. Is there usually some such notice in all the States? 

Mr. Howell. Yes, sir; there is. 

The Chairman. I mean at the option of the association. Of course 
I understand your statement that they ordinarily do not require any 
notice, but what I am trying to get at now is whether any of them 
operate without the power to require notice if they want it. 
• Mr. Howell. I do not think so. And it certainly would be unwise 
to deprive them of the power of demanding notice. 

The Chairman. Does that notice which they may demand vary a 
good deal from one State to another? 

Mr. Howell. I think not, sir. I think the notice is about the same 
in all of the States — 60 to 90 days. 

So far as the savings end of the association is concerned, while they 
have a system for saving, they are practically required to pay with- 
drawals in precisely the same manner as the savings banks. I doubt 
whether they could get savings unless they were organized on that 
plan. As a rule, the people who make savings want to control them 
themselves, and you can not organize a savm^ institution of any 
kind that is not prepared to pay back its deposits. 

The average size of these associations is but $180,000, the 6,000 
associations having a total investment of over a billion. In many 
States, at least, the expenses of these associations are limited, and in 
the State of New York, with which, of course, I am more intimately 
acquainted than any other, the expense was seventy-four one-huii- 
dredths of 1 per cent. That is according to the report of the superin- 
tendent of banks. In other words, it is necessary to conduct these 
associations most economically, and it is essential in any association 
organized in the rural districts, where population is sparse, that they 
shall be conducted economically. 

We have, Mr. Chairman, three objects in being present this morn- 
ing. The first is that we want these institutions, which, as you see, 
are doing a very great work of beneficence in the country, to be 
protected from any possible injurious legislation. We are asking 
of the committee that we shall first have protection for these benefi- 
cent institutions from any legislation that might injure them; and 
in that respect one member of the committee, as I have already 
stated, is so confident of that protection that he failed to come to 
Washington with us. 

Mr. Kagsdale. Are we to draw the deduction that the other mem- 
bers of the committee are fearful of it, and that it is for that reason 
they are here? 
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Mr. Howell. The other members of the committee are perfectly 
satisfied that we are going to receive that protection, Mr. Chairman. 

Mr. Weaver. What do you mean by "injurious legislation"? 

Mr. Howell. But we do want to lay before the committee the 
character of legislation that we believe would be injurious, and I 
take it that the committee would not be able to protect us from 
injurious legislation unless they knew what that was. I shall pre- 
sent what I think would be injurious legislation, and will allow Mr. 
Haymaker and Mr. Keesler to speak for the associations on the other 
matters. 

Our committee had a hearing before the United States commission 
a few days ago, in which we laid before the commission the same 
data that we have presented to you this morning. 

Mr. Weaver. You mean that commission that went to Europe? 

Mr. Howell. Yes, sir; Senator Fletcher's commission. Senator 
Fletcher is at the head of it. The gentleman who appeared before 
the commission wrote me this letter: 

They had me on the stand for nearly an hour. I found they were pretty well 
informed about our associations, and I also came to the conclusion, as a result 
of the hearing, that the gentlemen composing the commission have their minds 
pretty well set that while our associations can take care of a certain part of 
the rural credits they are wholly inadequate for the purpose; that the only 
kind of an institution that will meet the requirements which they regard as 
necessary is one which will exclusively look after the interests of the farmers.. 

Now, Mr. Chairman, we believe that any class legislation of that 
kind would be not only a failure in itself but would seriously inter- 
fere with the cooperative institutions that are already conducting that 
business. The gentleman further stated : 

I express the opinion that in my judgment the building associations could, 
with some modifications of their plans and changes in State laws, take care of 
the needs of the farmer ; and their reply was that when we changed or modified 
our plans so as to meet the requirements we would then form what they had in 
mind — land banks. They wanted these banljs, however, exclusively for the 
farmer. If catering to both rural and urban clients, they felt that the majority 
of the loans would be made on city* property, as nearly everybody regarded the 
latter business as the more desirable. 

Now, Mr. Chairman, it is impossible to pass any law that will 
force money to go against the tide. You can not take money from a 
man or institution and place it anywhere except where he desires it 
shall go. The only thing that you can do, in the opinion of these 
institutions, is to encourage the people in their own zones to deposit 
their savings in their own institutions and invest them at home. 

Mr. Weaver. You are opposed to any legislation by Congress^ 
then ? You just believe in a benevolent educational system ? 

Mr. Howell. I will have to disclaim the gentleman's statement. 

Mr. Weaver. It was not a statement; it was a question. You 
answer in the negative? 

Mr. Howell. 1 answer that in the negative, because the modifica- 
tions that Mr. Cellarius, who wrote this letter, had in mind and the 
modifications that we have in mind are impossible of accomplishment 
by a change of State laws. They can only be accomplished by a 
Federal law. That I give only as my opinion. 

Mr. Woods. Mr. Howell, you made a statement somewhat to this 
effect: That it was impossible to force money to go anywhere. Do 
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you think it is impossible to invite money to come to a place by 
proper legislation? 

Mr. Howell. No, sir; I do not. 

Mr. Woods. As I understood it, any legislation that would be 
proposed would have that in view and not the forcing of money. 

Mr. Howell. These institutions, when analyzed, are institutions 
of the borrowers. We are institutions at present of home owners; 
that is, of the borrowing class. That is what cooperation means, and 
in its original form none but home owners were admitted to these 
cooperative institutions. Latterly, and for the purpose of increasing 
the power to invest in homes, they admitted savmgs members, or 
those who made deposits without the expectation of home owning. 
But that does not alter the fundamental principle of a cooperative 
institution that it is an organization of tiie borrowers, of home or 
farm owners. That is the fundamental basis upon which these 
institutions are organized. 

I have also a letter from Mr. John J. Dillon, who is vice president 
of the New York Agricultural Society and editor of the Rural New 
Yorker. Mr. Dillon is chairman of their committee on cooperation 
in the State of New York, and we were both present at a meeting held 
at the City Club in New York. I think the meeting was called by 
Mr. Frederick H. Allen on November 8, 1913. Cooperation in all 
its branches was discussed at that meeting, and two committees were 
formed. 

This is a report of that meeting, and also the conclusions of their 
committee. Of course, gentlemen, these institutions are engaged 
only in a land-mortgage business. We have no connection whatever 
with personal credits; we do no business of that kind. This is our 
report on the question of land banks : 

A system of credits to enable farm owners to secure long-time loans at rea- 
sonable rates of interest can probably be best brought about by legislation per- 
mitting savings banks, life insurance companies, trust companies, and other 
financial institutions, under State supervision, to make such loans, which should 
be limited to productive uses and should be' approved by the State authorities. 
The county machinery of the State could operate to great advantage with the 
State authorities in determining the propriety of making agricultural loans. 

It is not necessary for me to say to you, gentlemen, that the first 
part of that proposition is entirely unnecessary, as these savings in- 
stitutions, life insurance companies, and trust companies already 
have the power to loan to farmers if they see fit, so that a permissive 
bill of that kind would not help them. They already have the 
power. 

Mr. Ragsdale. That is not true of all States, is it? Are not some 
of these savings institutions forbidden by the States to loan money 
outside of the States ? 

Mr. HowELrL. I am unable to answer that. 

Mr. Ragsdale. Is not that true in the State of New York? 

Mr. HowEi.L. No, sir. No ; that is a mistaken idea with respect to 
the State of New York. In the city of Troy, where one of the larg- 
est cooperative institutions in the State is operated — the Pioneer, 
having a capital of $2,500,000 — only the savings and loan associa- 
tions and private lenders loan money in Troy. There is in Troy d 
savings bank with $100,000,000 of deposits, and their money is loaned, 
the same as that of New York savings banks, in New York City 
exclusively. They send their money to New York. 
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Mr. Ragsdale. But do they send it out of the State of New York? 
Is that permitted ? 

Mr. Howell. They are not permitted to send it out of the State. 

Mr. Ragsdale. That is what I thought. 

Mr. Howell. Now, in regard to the report of that committee, Mr. 
Dillon, who is not a practical but rather a sound, theoretical co- 
operator, says, speaking of the committee : 

Every one of them is going off on tangents of philanthropy, charity, or State 
endowments. They profess opposition to these measures and in the next breath 
turn around and nialse propositions involving all three of them. They do not 
seem to grasp the idea of cooperation. But, I suppose, we can not expect them 
to. It is a new proposition and affords an opportunity for some people to 
exploit these peculiar ideas. 

The Chairman. From what is that you have been reading? 

Mr. Howell. I am reading from Mr. Dillon's letter in regard to 
the proposals, principally, you see, of State aid. The farmer, as 
well as every other American citizen, I take it, is opposed to State 
aid. We want no paternalism, at least in the cooperative institu- 
tions. They are business organizations; they are neither philan- 
thropic nor charitable. 

Mr. Weaver. Are you speaking from a knowledge of the sentiment 
of the farmers, or just from your opinion generally with regard to 
the sentiment of the farmer ? 

Mr. Howell. I am not a farmer and I am not speaking for the 
farmers, but I speak for the farmers as Americans, that I do not 
believe they want Government aid. 

Mr. Ragsdale. Do you know an association known as the National 
Grange ? 

Mr. Howell. I have heard of that organization. 

Mr. Sagsdale. Do you know of the resolution they passed asking 
for national aid ? 

Mr. Howell. No ; I do not follow the Grange closely enough. 

Mr. Baosdale. But you would be willing to hazard an opinion here 
that the farmers do not want any national aid, in spite of that reso- 
lution of their national organization as passed ? 

Mr. Howell. In spite or that resolution, I think if it were put to 
them politically they would be against it. 

Mr. Stone. You are speaking of aid in the nature of a gratuity to 
the farmers, and not as a system where it is really a business arrange- 
ment between them and the Government, which would not be aid in 
one sense. 

Mr. Howell. Aid in the form that is given by the Department of 
Agriculture now and by the State departments — I do not consider 
that as financial aid. 

Mr. Weaver. What Mr. Stone means is that the farmers do not 
expect the Government to give them something for nothing, but they 
expect the Government to arrange by some wise legislation so that 
the farmers can get money to develop their lands. 

Mr. HowELU They are" bound to expect wise legislation from the 
Government. I am not against wise legislation. 

Mr. Weaver. Well, that is what we are here for. 

Mr. S'TONE. In other words, there can be aid by the Government to 
the farmers without having it come under the denomination of 
charity? 
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Mr. Hayes. Or paternalism ? 

Mr. Howell. Yes, sir ; I believe that — or paternalism. 

Mr. Ragsdale. Would you go far enough to say that there might 
be wise legislation of that kind ? 

Mr. Howell. I am not opposed to any wise legislation. 

Mr. Eagsdale. Would that legislation have to be called unwise ? 

Mr. Howell. That would depend entirely on the nature of the 
legislation. 

Mr. Ragsdale. The purpose of it being to give national aid to the 
farmers by way of loans? 

Mr. Howell. That, gentlemen, I would oppose — the idea that the 
Government should take the savings of one man and put them in 
the United States Treasury and loan them to another. 

Mr. Ragsdale. Are they not doing that with the banking system 
to-day ? 

Mr. Howell. Taking the savings of the people and gathering them 
into the United States Treasury and loaning them to other indi- 
viduals? 

Mr. Ragsdale. Are they not collecting money from the people into 
the United States Treasury and depositing it as a matter of aid to 
the banks? Was not that done in Washington just four or five days 
ago to save the banks from failing? 

Mr. Weaver. They really are called loans to the bank, because 
they charge interest on them now. 

Mr. Howell. I hardly think that comes within the province of our 
testimony, Mr. Chairman. 

The Chairman. I do not know that we are asking about the wis- 
dom of it. We are asking whether it is a fact that the Government 
did not do a certain thing. 

Mr. Howell. My reply would be that I do not believe the Govern- 
ment is now collecting the funds of the people for that purpose. 
What the Government now collects is to pay its own expenses, and 
it deposits only temporarily until such a time comes as they have to 
use their revenues for disbursement purposes. 

The Chairman. Do you think there might be a little different situ- 
ation Avith respect to postal savings? 

Mr. Howell. In regard to postal savings, I made a proposition to 
the Department of Agriculture that if the United States Govern- 
ment would deposit its postal savings in these cooperative institu- 
tions, they would be certain that the monev was invested exactly 
where they placed it. These institutions could not divert it to some 
other territory, as these institutions are always of a territorial char- 
acter. In the State of New York they are confined to investments 
within a radius of 50 miles from their office. And I think that holds 
good in many other States of the Union, and if a Federal statute 
were passed to organize such cooperative institutions, I would con- 
sider that the most essential of all its provisions — that the territory 
should be restricted, at least to within 100 miles of the office of the 
institution. 

Mr. Hayes. Mr. Chairman, I would like to ask the gentleman if 
what he states with regard to the general funds of the Government 
is not also true with regard to the postal-savings bank funds in per- 
haps another way. Is it not the effort or the purpose of the Govern- 
ment of the United States in organizing postal savings banks to in- 
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duce ultimately the investmei;it of those funds in the interest-bearing 
obligations of the Government and deposits are made therefore in 
the banks temporarily until the party gets enough deposited so that 
he may transfer it into a bond ? Is not that the purpose ? 

Mr. Howell. I presume that is the theory ; yes, sir. 

Mr. Eagsdale. Will the gentleman permit me to ask one more 
question just at this time? Is the building and loan association 
which you represent opposed to the landschaf t and mortgage bank ? 

Mr. Howell. No, sir; it is not. 

Now, Mr. Chairman, these institutions were seriously handicapped 
a few years ago by what were called national societies, and these na- 
tional societies were so — I can not think of any word that will ex- 
press it any better than to sajr they were of so disreputable a charac- 
ter that even in national legislation you have distinguished between 
national and local associations. The Federal income-tax exemption 
refers only to these local associations that we represent, and not to 
the national associations which were so prominent about 20 years ago. 

I would like to read, Mr. Chairman, from the report of the super- 
intendent of banks of the State of New York, in 1899, showing just 
the character of these national institutions, and in what way they 
were wrecked. In 1899 the superintendent of banks said : 

A combination of many enterprising and ambitious men bad been attracted 
by the success of the local associations, and about the year 1888 a new type of 
building and loan association sprang into existence in this State — the so-called 
national associations. The loaning territory of these associations was not 
limited. 

That is the principal objection to them. 

As a class, they loaned money upon the security of real estate scattered over 
a wide extent of territory, in various States, and in many towns, villages, and 
cities. They employed salaried officers and clerks and agents to solicit subscrii)- 
tions to their stock, and established and furnished well-equipped offices for 
their use. They paid the salaries of these officers and the other running ex- 
penses of the associations, in whole or in part, out of certain deductions con- 
stituting an expense fund, taken from the capital paid in by the shareholders 
in accordance with the articles of association. 

This whole class of associations involved, in my judgment, a visionary scheme 
and rare enthusiasm and credulity on the part of those persons who really be- 
lieved that the results accomplished by the smaller associations to which I have 
referred — where every member took a personal interest, was acquainted with 
the value of the property of the borrowing members, scanned with careful eye 
every amendment to the articles of association, and where the officers, animated 
by public spirit and a proper pride in the institutions with which they were con- 
nected, served for nominal pay — could be duplicated by corporations with long 
lists of salaried officers and large numbers of paid agents, provided a propor- 
tionately large capital could be employed. 

Mr. Hayes. From what authority, may I ask, are you reading? 

Mr. HowEMi. From a report of the superintendent of banks of the 
State of New York to the legislature in 1899. 

For 20 years last past the superintendent's reports have contained 
statements of that character, and I could quote indefinitely his re- 
ports on that point, that these institutions were wrecked because they 
took money from the territories in which they collected and loaned 
it at great distances from their home offices. 

Now, in order to back up the superintendent's report as to their 
expenses, here is his report for 1903, in which he shows that the 
profits of all the nationals in the State of New York in the year 1902 
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were $689,864 and their expenses $556,198, while the local associa- 
tions had an income of $2,700,485, with expenses of $470,403. That 
tells the whole difference between the two classes of associations. 

Mr. Hayes. I want to ask one question, if the gentleman is through. 
You state that one trouble with these national associations is that 
they cover such a wide extent of country with their loans and are not 
local. The insurance companies for many years, both life and fire, 
have been doing that very thing. It does not seem to have affectea 
them in that wajr ; they have not failed. How do you account for the 
different effect in the two organizations? 

Mr. Howell. If I should continue to read these reports, that would 
be explained. 

Mr. Hates. I am asking you to explain. 

Mr. Howell. But I would explain it right from the reports of the 
superintendent of banks of the State of New York, that the insurance 
companies do not depend for their expenses upon revenues from their 
loans. 

Mr. Hayes. You would not contend, would you, that many of those 
loans have resulted disastrously and they have made great losses ? 

Mr. Howell. I think I would have to do so, sir. 

Mr. Hayes. That is not my experience. 

Mr. Howell. It is true they have met with misfortimes, to such 
an extent that some of the great insurance companies have with- 
drawn themselves from loaning money in some territories. But it 
is true that large financial institutions can loan money in that way, 
and we have no objection to their doing it, but cooperative institu- 
tions can not; they have not the expense fund. An insurance com- 
pany pays its operating expenses not from investment, but from a 
large deduction from its premiums on life insurance. Its expenses 
are paid out of the premiums received for life insurance. 

Mr. Hayes. That is true. 

Mr. Howell. And not from their investments. The investments 
of a cooperative institution are at 6 per cent, and they pay 5 per cent 
dividends. They have but 1 per cent margin, and in the State of 
New York, as I say, they only use 0.74 of that 1 per cent margin. 

The Chairman. Now, Mr. Howell, let lis see ii we understand you 
clearly. You say that the big insurance companies can lend at a 
distance from their home with greater safety than the cooperative 
associations can do so because they spend more money in placing 
their loans? 

Mr. Howell. Yes, sir. The expense of management and the ex- 
pense of agencies are borne out of their premiums. 

The Chairman. And your statement is that it is owing to that 
difference that the insurance companies have succeeded where the 
national cooperative societies have failed? 

Mr. Howell. Yes, sir. And that failure, Mr. Chairman, can be 
accentuated if I read you some of the names of the gentlemen who 
conducted these national associations. 

Mr. Woods. May I ask Mr. Howell a question? Do you contend 
that these big insurance companies pay from their premiums the ex- 
pense of securing the loans ? 

Mr. Howell. They pay for maintaining their agencies. 

Mr. Woods. Their loan agencies? 
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Mr. Howell. They do not maintain separate agencies for loan- 
ing and soliciting business. 

Mr. Woods. ll)elieve you could with profit look that up, because 
I am confident they do. They keep their accounts separate. They 
charge none of their loaning expenses to premiums received. They 
have agents that give strict attention to loaning only. That comes 
out of the loans. Their head offices, you will find, invariably have 
a loaning branch, which expense is paid from the profits from the 
loans and not from the premiums. 

Mr. Howell. Mr. Chairman, we are not here to criticize the in- 
surance companies, and there is no objection to the insurance com- 
panies lending monw in the farming districts. 

The Chairman. We were simply trying to analyze your statement 
that an organization could not lend successfully at a distance from 
home. 

Mr. Howell. To prove that statement, Mr. Chairman, I am going 
to refer to the gentlemen who are at the head of these national asso- 
ciations. Some of them had the widest experience that any financial 
man could have in this country. At the head of one of these national 
associations in the State of New York, and one that is now in liquida- 
tion — and that gentleman is still at its head trying to save the 
wreck — is the Hon. Charles S. Fairchild, who was Secretary of the 
Treasury under President Cleveland. Now, if experience and judg- 
ment could save a cooperative institution conducted on national lines, 
you would have thought that Mr. Fairchild was competent to do that. 

Connected with others of these institutions was Hon. Carl Schurz, 
ex-Secretary of the Interior. Mr. Schurz's institution in New York 
loaned several hundred thousand dollars in Virginia and Texas, and 
it is carried on the books of the banking department to-day as real 
estate. 

Hon. Oscar Straus was a director in one of the others. Congress- 
man A. S. Hewitt was another, and ex-Lieut. Gov. Woodruff, of New 
York, and men of that character. There was no question about the 
honesty and integrity and wisdom of these gentlemen, but coopera- 
tion that collects money in one center and loans it in another is a fail- 
ure, no matter, gentlemen, what the character of the men who are 
conducting it. 

Now, in regard to the qualification of these associations to do all 
that business, Mr. Chairman, I would like you to listen to Mr. Hay- 
maker. 

Mr. Platt. Do any of the New York associations lend to farmers 
now — building and loan associations? 

Mr. Howell. Yes, sir. 

Mr. Platt. I belong to one of them, and I do not believe ours does. 

Mr. Howell. In the little town of Gouverneur there is a million- 
dollar association, and they loan to farmers. The president of that 
association read a paper on farm loans to the New York league about 
five years ago. Blackman's Association, up in Gowanda, loans to 
farmers. 

Mr. Woods. Do these farmers ever take stock in the association 
before they secure the loans ? 

Mr. Howell. That depends entirely on the character of the asso- 
ciation. My own association has four farm loans. What they pay 
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in monthly is deducted from the principal of their loans and their 
interest is reduced immediately. They have no stock; they have no 
investment in the association at all. In our institution the depositors 
are of one class and the borrowers are of another. We distmguisb 
between our creditors and debtors. 

Mr. Woods. What rate of interest do the farmers pay ? 

Mr. Howell. Six per cent. 

Mr. Hayes. And what is the length of time of the loans in such 
a case as the four you spoke of ? 

Mr. Howell. The length of time of the loan is entirely optionaL 

Mr. Hayes. But it is in the nature of an amortization scheme I 

Mr. Howell. Yes, sir. 

Mr. Hayes. So, the time of payment is indefinite, is it ? 

Mr. Howell. It is really indefinite. 

Mr. Hayes. What does the contract call for? 

Mr. Howell. The contract calls for a minimum payment 

Mr. Hayes. I mean, what date of payment does the contract call 
for? 

Mr. Howell. That depends upon the contract, too. The law in 
New York is not rigid in that respect 

Mr. Hayes. No ; but in the case of these four you spoke of, tell us 
how long they have to run under the contract. 

Mr. Howell. They are made to run 20 years. 

Mr. Platt. Then you make them different from city loans, which 
run about 12 years, do they not? 

Mr. Howell. No, sir; our city loans are subject to voluntary agree- 
ment. The law in New York State requires that if a loan is made 
for more than 70 per cent of the value of property the amortization 
must be at the rate of 12 per cent, interest and principal. If it is 
between 60 and 70 per cent, it is 9 per cent, and under 60 per cent it is 
entirely optional. 

The Chairman. Mr. Howell, what does a man do to become a mem- 
ber of one of these building and loan associations? 

Mr. Howell. He. only needs to deposit money, the same as in a 
savings bank. 

The Chairman. So, anyone who is a depositor is referred to as a 
member ? 

Mr. Howell. As a member ; yes, sir. 

The Chairman. Is it a usual rule that the associations lend only 
to their members ? 

Mr. Howell. That is the rule ; yes, sir. 

Mr. Platt. Do not the borrowers all become members immediately? 

Mr. Howell. They become members ; yes, sir. 

Mr. Hayes. Do these associations in New York give these depos- 
itors that you say become members — do they get dividends on tneir 
deposits, or interest? 

Mr. Howell. Yes, sir. 

Mr. Hayes. At what rate? 

Mr. Howell. Five per cent. That is the ruling rate. 

The Chairman. You said a few minutes ago that there were 
2,600,000 members of all the building and loan associations in the 
United States. Can you t-ell us how many of the 2,500,000 are 
farmers ? 

Mr. Howell. No, sir ; we have no figures to show that. 
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The Chairman. Have you airy idea ? 

Mr. Howell. I have not any idea ; no, sir. 

Mr. Hayes. One more question : Are these depositors that you refer 
to in your association entitled to any dividend from the earnings 
from the bank at all, or do they just get their 5 per cent? 

Mr. Howell. They are entitled to aividends. Our loans are made 
at 6 per cent. 

Mr. Platt. It is purely cooperative, is it not? 

Mr. Howell. Purely cooperative; but I am talking of the effect. 
Our loans are all made at 6 per cent. 

Mr. Hayes. I understand that, but what I am getting at is wHat 
becomes of the profits of the business ? 

Mr. Howell. There can be no profits, sir, over 6 per cent. 

Mr. Hayes. I should think there should be. One per cent gives a 
profit, if it is purely cooperative. Don't you have any profits over 
and above the 5 per cent? Does the 6 per cent simply cover the 6 
per cent interest and the expenses of conducting the business? 

Mr. Howell. And the contingent fund. There is a contribution 
to the contingent fund. 

Mr. Hayes. So there are no dividends? 

Mr. Howell. They are all called dividends. 

Mr. Haymaker. The 5 per cent is a dividend. 

Mr. Howell. Of course, if the association makes losses that ex- 
haust their contingent funds, it would come out of the dividends. 

Mr. Hayes. Then you have no paid-up stock at all? 

Mr. Howell. None whatever; it is not permitted in the State of 
New York. They are purely mutual associations. 

The Chairman. I suppose you are familiar with the landschaft in 
Germany ? 

Mr. Howell. Yes, sir. 

The Chairman. What is the difference between that organization 
and your local building and loan associations ? 

Mr. Haymaker. Will you permit me to answer that? 

Mr. Howell. Very well ; go ahead, Mr. Haymaker. 

STATEMENT OF MB. E. V. HATMAEER, DEFIANCE, OHIO, MEM- 
BER OF THE COMMITTEE ON FARM CREDITS OF THE UNITED 
STATES LEAGUE OF LOCAL BUILDING AND LOAN ASSOCIATIONS. 

Mr. Haymaker. The German landschaft, from the information 
which I have been able to obtain with regard to it, is distinguished 
from our building and loan associations in this way: It is not an 
institution of deposit at all, but, on the other hand, is simply a com- 
bination of borrowers. A man can not become a member of the 
landschaft except he is a borrower. When a borrower comes there 
with his mortgage to get a loan he presents his mortgage, and in- 
stead of receiving money he gets a bundle of bonds which he must 
go out and dispose of. 

Mr. Hayes. Have you not stated that too broadly? 

Mr. Haymaker. That is my understanding. 

Mr. Hayes. Is it not a fact that in the landschaft all the members 
of the landschaft have mortgaged their property to secure perhaps 
one borrower or two or three or four ? 
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Mr. Hatmakeb. That is sometimes the case. That, however, is a 
proposition I think you would have great difficulty in getting Ameri- 
can farmers to agree to. 

Mr. Hayes. I luUy agree with that. But that is the system. 

Mr. Haymaker. When the loan is made the borrower does not get 
any money. He gets a bundle of bonds which he must go out and 
dispose of. He can not very often find individuals to buy his bonds, 
but the commercial bankers always stands ready to buy them if he 
will make the discount big enough. Then agam, if the individual 
wants to buy bonds, he probably does not faiow a farmer that has 
recently negotiated a loan and has bonds to sell, but he does know 
that he can always go to the commercial banker and buy them. 

So the whole lan(£chaft scheme is a cunningly devised plan to drive 
business into the commercial banks. The commercial Danker buys 
the bonds from the borrower and sells them to the investor and 
levies a toll on both transactions. With the building and loan asso- 
ciation the proposition is entirely different. A man goes to the build- 
ing and loan association and presents his mortage, and he gets the 
face of his mortgage in money. An investor who wishes to take ad- 
vantage of the security of the mortgage goes there with his money, 
and he gets the whole race of it in the form of a certificate of paid-up 
stock or other evidence of deposit. The paid-up stock, however, is 
only evidence that it is paid up in one installment, and it is subject 
to the same rule as a deposit made in periodical payinents. 

I want to make my following remarks the foundation for any ques- 
tions that may come up, and if there is anything you wish to ask at 
any time I shall be glad to have you do so. 

In discussing the problem. What is the best type of institution for 
handling American farm credits? there are certain vital facts and 
established principles that should be kept constantly in view. In a 
country with a territory so vast as ours, with such widely divergent 
conditions in its various parts, with such diversity of present devel- 
opment, of climate, of products, and people and methods of business, 
it is a grave question ii any single type of institution can be devised 
that will be sufficiently flexible in its plan to meet the needs and 
conditions of all regions. We have single States that are larger in 
extent than the German Empire, and yet we are told that m the 
various parts of Germany there are several distinct types of credit 
institutions, each developed and adjusted in its plans to meet the 
local conditions of the communities in which they operate. 

If these many diverse plans have been found necessary or advisable 
in the limited, compact territory of Germany, how much more neces- 
sary must it be to provide for such diversity of plan, when we come 
to apply a system to the vastly wider territory oi our Nation with its 
extremes of conditions, so much greater and more pronounced than 
exist abroad. 

These facts doubtless explain why so many students of this problem 
have urged that the task of organizing and supervising the credit 
systems of our country is a problem which should be solved by the 
several States, rather than by Federal authority. This contention is 
one that should not be lightly disregarded^ but diould be gravely con- 
sidered and carefully weighed before it is overruled. It should be 
given special consideration, for the reason, as I will endeavor to 
show, that in many of our States we have now in operation a system 
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of institutions that are now taking care of their local situation in a 
very satisfactory manner; and in several other States recent legisla- 
tion has been enacted which, it is believed, will solve the problem for 
those States. 

If, however, after full consideration it is finally determined to 
create a Federal system of institutions to deal with this problem, then 
it would seem advisable that the Federal law providing for the cre- 
ation of these institutions should prescribe merely the outline of a 
broad general plan, leaving the details and minutiae of the system to 
be filled in by the local institution to fit the local conditions of the 
community in which it is to operate. 

The problem of credits very naturally falls into two distinct divi- 
sions, the one dealing with short-time loans on personal or chattel 
security, the other dealing with long-time loans on mortgage secur- 
ity. The two lines of business are so distinct and different that they 
should not be combined in one institution. The business of making 
short-time loans on personal credit or chattel security, liens on grow- 
ing crops, or warehouse receipts for stored grain or produce is the 
peculiar business of commercial banking. It is the accepted conclu- 
sion of the best authorities on finance, approved by theory as well as 
experience, that this class of business can not be safely or profitably 
undertaken by institutions which also make long-time mortgage 
loans. As you already understand, national banks are forbidden to 
make loans on long-time mortgages. 

Mr. Hayes. You are stating a principle that is very little under- 
stood even by bankers, but there is nothing sounder than what you 
are saying right now. 

Mr. Haymaker. The business of commercial banking is already 
thoroughly organized and in occupation of the field, and any new in- 
stitution designed to engage in that line will meet the opposition and 
competition of all types of commercial banks. National, State, and 
private. 

Since the year 1900 the number of commercial banks in this coun- 
try has increased two and one-half times, or more than double the 
rate of increase in population. By far the greater rate of bank in- 
crease has been in the States of the South and West, where they are 
most needed. The great agricultural States of Kansas, Missouri, 
Oklahoma, Nebraska, North and South Dakota, and Minnesota now 
have an average of one bank to each 300 families. These conditions 
would seem to indicate that the problem of short-time credits might 
i*eadily be handled by these existing institutions, and there might be 
some question as to whether additional facilities along that line are 
needed. One important fact regarding these banks should be kept 
in mind ; that is, that they are very largely owned and directed and 
managed by the farmers of the communities in which they operate. 

It is a very grave question whether any new institution might be 
operated that would treat the farmers any more generously than these 
institutions already do. 

Mr. Hayes. A little while ago you stated that several of the States 
had settled this problem of rural credits so far as they were con- 
cerned. Did you refer in that statement to these States you are now 
referring to? 

Mr. Haymaker. No. 
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Mr. Hayes. Before you get through, will you please tell us what 
States they are and how they have done it ? 

Mr. Haymaker. I will call your attention to it. 

When we examine the situation as to long-time mortgage loans 
we find a very different condition. A very large part of the funds for 
loans of this character are supplied by institutions in which making 
mortgage loans is merely a minor side issue to their principal busi- 
ness. Insurance companies, savings banks, and trust companies make 
mortgage loans, but do it only as an outlet for the surplus funds 
arising from their principal business, and these mortgage loans form 
a mere minor feature, entirely outside their chief activities. If these 
institutions were wholly to cease making mortgage loans, it would not 
seriously affect their business. Other avenues are open in which 
they can readily find an ample field for all their funds, and in which 
they have already profitable investments of very large sums. 

It is urged with much good reason that we should have in this 
country a special type of institution of which the sole or, at least, the 
chief business should be the making of long-time mortgage loans at 
the lowest attainable rate of interest and on the easiest and most con- 
venient terms of payment on the amortization plan. To a person who 
is familiar with the facts it is just a little bit irritating to read some 
of the recent newspaper articles announcing that an institution of 
this character has been discovered in foreign lands, asking why- 
America can not be favored with institutions of this kind, asserting 
that this plan has never been tried in America, etc. Before we 
finish we hope to demonstrate to you that we have in America a 
system of institutions that are doing this very work on a scale which 
far exceeds anything which the German system ever attained to. 
Although the land banks of Germany were in existence, many of 
them, for a full century before most of the American building asso- 
ciations were organized, yet our American institutions long since 
passed them in the race. 

Before entering into the discussion of the relations of our Ameri- 
can building associations to this problem, there is another feature of 
the question to which I wish to call your attention. It. is a curious 
phase, which is constantly cropping out in all discussion of this ques- 
tion, that the problem is always referred to as the question of " rural '* 
credits, assuming that the evil complained of anects only " farm " 
mortgages; that farmer borrowers are being discriminated against, 
are being subjected to harsher terms and higher rates of interest and 
more onerous conditions than are their neighbors who live in towns 
and cities. The real fact is that the problem is a much broader one 
than this mode of reference would suggest, since all kinds of real 
estate mortgages are affected by the same evil conditions. It will be 
found on investigation that in every community, other factors being 
equal, loans on farm mortgages can be secured as easily, as cheaply, 
at as low rates of interest, and on as favorable terms as loans can be 
procured in that commimity on mortgages secured by town or city 
property. 

Mr. Hayes. Do you think that is true? 

Mr. Haymakeb. I do not doubt it at all. 

Mr. Hayes. Is it not a fact that business property that is well 
located in a city will command at least 1 per cent less interest ordi- 
narily than farm property? 
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Mr. Haymaker. That lower rate of interest that you refer to grows 
out of the fact that the city loan on that sort of property is usually 
for a much larger sum. If you find a farmer who wants to borrow in 
sums as large as that and his security is ample, he can get as low a 
rate of interest. I have had 25 years' experience in that business, 
lending on both kinds of property, and I am ready to say that in the 
city in which I live — it is a small town and can not compare with the 
large cities — we would much rather make a loan to a farmer than on 
city property. 

Mr. Hayes. What city is this? 

Mr. Haymaker. It is the little town of Defiance, up in northwest- 
em Ohio 

Mr. Platt. The seat of Defiance College ? 

Mr. Haymaker. The seat of Defiance College, and it is an institu- 
tion we are proud of. 

In communities where farmers find that money is scarce and mort- 
gage loans hard to obtain and interest rates high, it will there be 
round that town and city borrowers who seek to obtain like accom- 
modations are confronted with the same hard conditions. Any 
remedy which may be worked out should be on lines broad enough 
to cover the whole range of mortgage loans, whether the security be 
country farms or town or city property. There is no more reason 
why special relief should be extended or special legislation should be 
enacted or special institutions created for farmers than why it should 
be done for merchants or clerks or blacksmiths or machinists. They 
are all in exactly the same situation when they seek to obtain a mort- 
gage loan, subject to the same hard conditions, and any remedy pro- 
vided should be broad enough to give all an equal chance to enjoy its 
benefits. 

In no occupation will you find the average individual more self- 
reliant and independent than the American farmer. He needs no 
special favors; he is asking for none. The suggestion to enact legis- 
lation or create institutions for the purpose of benefiting and extend- 
ing special favors and privileges and advantages to any special class 
of citizens will excite the opposition and jealousy and hatred of every 
other class, would be unwise and un-American, and in the end would 
be unpopular and unsuccessful. 

And right here I want to commend most heartily the statements 
made in the report of the Secretary of Agriculture in discussing this 
question. He takes exactly the right view of the matter, and his 
recommendations and views should be given most careful considera- 
tion. I think they can be safely followed. 

Another feature of this discussion is the assumption running all 
through it that the American farmer is being oppressed and victim- 
ized and impoverished because of excessive interest rates, and that 
the business of agriculture is drooping and languishing because of 
the burden imposed by unfair financial conditions. 

Yet the facts are that for the past decade this country has enjoyed 
a period of the most stupendous agricultural prosperity that the 
farmers of America ever knew. During all that period the yield of 
crops has been most abundant and prices have ranged around the 
highest point ever attained. Prosperity is the inevitable result of 
such a combination of conditions when applied in a genial climate 
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to a fertile soil by a farming population which possesses the attributes 
of honesty, industry, sobriety, and intelligence. 

Where any agricultural community is not prosperous at this time 
there you will find one or more of these vital elements are lacking. 
Cheap money will not supply the lack of any of these vital factors of 
prosperity. It is a peculiar coincidence that in those farming sec- 
tions where money is scarce and interest rates high, there you will 
find that agriculture is most prosperous and remunerative, while 
those parts of our country where money is most plentiful and interest 
rates tlie lowest, there you will find agriculture at the lowest ebb and 
least profitable. If the single element of cheap money is to revive 
agriculture, why do we find the hills and valleys of New England 
reveling in agricultural prosperity, instead of bearing their present 
reputation as the home of abandoned farms? It can not be argued 
from these facts that high rates of interest are an aid to agricultural 
development, but it may be truthfully asserted that the single element 
of cheap money will not suffice to stimulate successful agricultural 
progress unless there also exists the other vital factors which I have 
named. 

Much stress is laid on the fact that the farmers of America are 
carrying an enormous debt, variously estimated at from $2,000,000,000 
to a much larger sum. The claim is made that the existence of this 
vast debt is a proof that the American farmers are not prosperous; 
that they are in financial straits. The truth of the matter is that the 
very existence of this indebtedness is positive proof of exactly the 
opposite condition of affairs. 

It is a demonstration of the prosperous condition of the farmers 
of America. When times are hard the farmer does not go in debt. 
It is a rare case that an American farmer is forced into debt. The 
usual fact is that he mortgages his farm from choice, because he sees 
an opportunity to make money by doing so. It is when times are 
most prosperous and crops most abundant and prices the highest 
and wnen the future seems to indicate a continuance of those condi- 
tions that the American farmer gets the courage to go into debt. He 
borrows money to extend his activities, to buy additional land, to 
build a better home or a larger barn, to improve the drainage of his 
acres, to purchase improved farm machinery or additional live stock. 
It is the prosperous, progressive, and aggessive farmer who is carry- 
ing the bulk of these farm mortgages, and as a rule he is carrying 
the load easily, paying it off with regularity and at the same time 
living well and prospering. 

The farmers of America are not poor ; they are rich. It is because 
they are rich that we see such persistent efforts now being made by 
certain financial interests to divert the vast flow of farm revenues, 
which now reach over $8,500,000,000 per year, into some type of 
institution or some form of securities which must pass through their 
hands and upon which they can levy toll. 

Mr. Hayes. I judge from what you say that you think it would 
be unwise, or at least unnecessary, for the Congress of the United 
States or the Federal Government to do anything in this matter in 
the way of formulating a scheme for rural credits. 

Mr. Haymaker. I will take that up a little later. I am not op- 
posed to it, but whatever action is taken should be broad enough to 
cover the thing for all sections. It should be flexible enough to fit 
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itselt to the conditions in the various communities. It should not 
be so restrictive as to be entirely useless in one community and be 
a gratuity in another community. 

It is true that in many portions of the country rates of interest 
on farm mortgages are unduly high, and the prevailing type of loan 
is unnecessarily cumbersome and expensive. But the relief which is 
needed is now within the farmer's reach without writing a new line 
on any sta.tute book, either State or Federal. If this needed reform 
is ever worked out in any lasting or satisfactory manner, it must 
be done by the cooperative work of the farmers themselves, using 
their own resources and their own capital to improve the financial 
conditions of themselves and their neignbors. 

Why should anyone be surprised at the scarcity of money for farm 
loans or the high rates of interest demanded on that type of security 
in any conmiunity where the common practice of the farmers them-, 
selves is to deposit their surplus funds in banks which pay them little 
or nothing for the use of their money and which are forbidden by 
law to make mortgage loans on the long time which farmers should 
have, which banks are compelled by law to keep large cash reserves 
deposited in some distant reserve city, where it is not available for 
any of the needs of the community which produced it and to which 
it belongs ? 

. It is charged that in many instances banks keep in these distant 
reserve cities a much larger surplus than they are required by law 
to maintain, with the result, if not with the deliberate intent, of mak- 
ing current funds scarce in their home community lest its abundance 
might be a temptation to lower the rate of discount. 

This condition of affairs can be easily and quickly changed in any 
community in America where the citizens will organize themselves 
into a mutual cooperative building association such as are now au- 
thorized and regulated by the laws of every State in the Union, save 
only Vermont, and through the medium of this institution gather the 
available funds which are now idle or earning nothing for their 
owners and apply them to the work of carrying the farm mortgages 
of that community on the long-time amortization payment plan. 
The helpful, beneficial results of such an institution will be quickly 
seen in the community where it operates. 

One of the most forceful writers in America recently said, in dis- 
cussing certain phases of financial conditions, that the/ man who 
owned the goose which laid the golden egg was thought to be a very 
fortunate individual, but it has been found that the other man is 
much more fortunate — ^he who is in a position to gather the golden 
eggs that are laid by his neighbor's geese. In a cooperative financial 
institution, like American building associations, every dollar invested 
therein is always laying golden eggs of dividends; and the best 
feature of this condition is seen in the fact that in such an institution 
these golden eggs are returned to the man who owns the money. 

It is to spread and multiplv this condition of affairs in this country 
that the real, true friends of the American farmer are now bending 
their energies and searching far and wide for data and information 
which will aid in solving the problem. It is believed that much 
valuable information mi^it have been secured if a portion of the 
energy expended in searching foreign lands had been devoted to 
investigating conditions and institutions at home. 
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In all discussion of the subject of rural credits in this country great 
emphasis is laid on the wonderful results that have been achieved 
by the land banks of Germany ; they are being held up as a model to 
be imitated. The immense volume of their business is pointed to as 
something most unusual and almost past belief. A commission of 
eminent men was sent to Europe last summer at considerable expense 
to study the rural-credit systems of Germany and other countries. 
Since the return of this commission we have heard much loud praise 
of the German system of amortization mortgage loans and many in- 
sistent demands that this system should be introduced into this coun- 
try. You may search through this discussion in vain to find in it any 
reference to the fact that we now have in America a system of insti- 
tutions which are making loans on mortgage security, repayable on 
the amortization plan, and whose business has reached a magnitude 
so vast that, in comparison, the land banks of Germany are of sec- 
ondary importance. 

The last figures to which I have had access show that the German 
land banks had aggregate assets of about $826,000,000. The building 
associations of America exceed these figures by nearly 50 per cent, 
their assets now being over $1,137,000,000. If it is worth while 
to investigate European institutions, why is it not much more worth 
while to look into the merits of our own American institutions, which 
are now doing this very work more successfully, on a broader scale, 
and in vastly ^eater volume? Why should we cross the ocean 
merely to see " How the waters come down at Ladore," and not give 
even a passing glance to the Niagara we have at home? 

Mr. Stone. Is it not true, however, that a large portion of the 
loans in this country will be on city property ? 

Mr. Haymaker. Yes. I want to explain that. 

Mr. Stone. And a large per cent in Germany will be on strictly 
rural property? 

Mr. Haymaker. Yes. I will explain to you in a moment just why 
that condition exists and how it will be changed in this country 
by natural processes. It must be done by evolution, not by revo- 
lution. 

Permit me to call your attention to the magnitude of the work 
which is now being done by building associations in this country. 
They are now in operation, recognized, and regulated by the laws 
of every State except Vermont. They are not a new experiment, 
but have been in operation for nearly 70 years. In most of the 
States they are under strict State supervision and subject to State 
inspection and examination as rigid and thorough as are given to 
national and State banks. They have won for themselves a most 
enviable reputation for safety and conservatism, and the economy 
of their management is not equalled by any line of institutions in 
the world of similar character and like magnitude. 

Is this system big enough and strong enough to handle the job 
of caring for the long-time farm mortgages of America? We be- 
lieve it is. These institutions now number 6,273, with individual 
members numbering 2,516,936 and assets amounting to $1,137,- 
600,648. Last year their membership increased 184,107, and the in- 
crease in assets last year was $106,913,617. No new system could be 
launched that could in the next 20 years attain sufficient strength and 
magnitude to make itself a factor of importance in solving the 
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problem. Why embark in new experiments when you have at hand 
this giant system now solving the problem ? 

What is the character of these institutions? We answer that they 
are mutual cooperative financial concerns, whose sole business is to 
gather the savings of the thrifty people of America and invest them 
m long-time mortgage loans, repayable on the amortization plan. 

It is urged that the German institutions are being utilized to 
develop the farms of Germany, while American building associa- 
tions are expending their energies chiefly in building the cities and 
towns of America. This difference is not due to the difference in the 
institution nearly so much as to the difference in the people who are 
handling them and patronizing them. The cities or Germany for 
the most part were built and finished years ago. There has been no 
considerable growth or development in German cities in recent years, 
while rural Germany has been developing and improving most 
wonderfully. 

I think you will find that the city of Berlin is the only considerable 
city in Germany that has had extensive growth in the last decade, 
and you will also find that the land banks in Berlin lend money on 
city property. They do it in Berlin, because the need is there for it; 
There is a city that is growing, and there is a demand for loans. In 
the other cities of Germany tiiere is no development going on, and 
there is no opportunity for them to use their funds in that direction* 
On the other hand, the marvelous growth and development of Amer- 
ican cities has challenged the wonder of the world, while rural Amer- 
ica is only just beginning to realize the possibilities that are within 
reach. 

Thus we see that both in Germany and in America the greatest 
growth and improvement has been along those lines on which the co- 
operative financial institutions have been operating most actively. 
In order to enable American farmers to enjoy the benefits of coopera- 
tion in financial matters it is not legislation that is needed nearly so 
much as education and information which will induce them to get to- 
gether and utilize the powers and opportunities now within their 
reach. In almost every town and city in America the people are 
familiar with and are assisting in the work of the building associa- 
tion system, which has had such a commanding share in the work 
of building our American cities. The door stands wide open for 
American farmers to combine in the same way and help themselves 
and their neighbors in like manner. 

When we compare the large extent of cooperative work among 
German farmers with the very small amount of like activities among 
the farmers of America, it is very natural to inquire the cause of this 
great difference. Yet to any thoughtful observant man the explana- 
tion is easy. The German farmer occupies small restricted areas in 
thickly settled communities, the result being to brin^ the German 
farmers into much closer social and personal and business relations 
with each other than has been possible with American farmers, liv- 
ing as they generally do on the broad acres of our big American 
farms, in communities much more sparsely settled. Even in rural 
Germany, we are told, it is the common habit of the farmers to gather 
nightly at the village inn and smoke their pipe and enjoy their stein 
and gossip over neighborhood events. Such customs explain the rea- 
son why the German farmers have been more sociable, more inti- 
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tnately acquainted with each, and have developed to such high degree 
all the various fonns of cooperation that is such a striking feature of 
German rural life. 

Heretofore American farmers have been so isolated from each 
other that such intimacy and the consequent tendency to coopera- 
tion have been impossible. Very recent years, however, have worked 
•a mighty revolution in the social condition of American farmers. 
The abundant harvests with which they have been favored, the ever 
growing demand for their crops and products, and the extremely 
nigh prices for everything they have had to sell during all the past 
decade have brought prosperity to the farmers of this country. 
The isolation of the farmers is rapidly breaking down before the 
march of progress; by the improved highways, making travel easier 
and more rapid ; by the rural mail delivery, which brings the daily 
paper to his door ; by the telephone, which puts him in instant touch 
with his farmer neighbors, his town merchant and doctor and banker. 
Electric traction lines have wrought wondrous changes in many 
rural communities. The parcels post the farmer has found to be a 
most agreeable convenience; the auto has been given a joyous re- 
ception by the farmer and put into practical use and has done more 
than any one factor, save tne telephone, to stimulate and accelerate 
the social revolution that is now in full progress among the farmers 
of this country. The social organizations among them, such as the 
grange, the farmers' alliance, the gleaners, ?ind kindred organiza- 
tions, have in recent years grown rapidly and have done most valu- 
able work in cultivating social and personal acquaintance and more 
intimate relations among our farmers. 

One marked feature accompanying these changes that are going 
t)n is the surprising growth of cooperation in many communities and 
in many different directions. Cooperative dairies, creameries, grain 
elevators, warehouses, canning establishments, and other similar en- 
terprises are being established in ever-increasing numbers. They are 
also found cooperating in the purchase of machinery and supplies 
and in marketing their stock and crops. Another striking thing is 
that a great mass of the fire and storm insurance carried by American 
farmers is carried by their mutual cooperative companies. 

They are only just beginning, however, to realize the fact that the 
advantages of cooperation in affairs such as I have just enumerated 
is a small matter compared to the advantages which they can pro- 
cure by applying cooperative principles to the management of their 
finances. In many communities in Ohio and Indiana, and perhaps 
in other States, farmers are using the local building associations as 
places in which to deposit their surplus funds, which they find far 
more profitable than ordinary bank accounts. Farmers who wish to 
obtain mortgage loans on long time on the amortization plan find 
that these associations are exactly adapted to their needs and far 
more convenient and satisfactory than any other source from which 
they can obtain a loan ; in fact, the only institution from which they 
can procure a loan of that kind. 

The amount of farm loans of this character now being carried by 
the building associations of Ohio now aggregate about $12,000,000, 
or about 16 per cent of all the farm loans of the State, as estimated 
by the Federal Census Office. 
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This class of loans is a very recent development with most building 
associations, but it is rapidly becoming a leading feature of their 
business in many communities. 

Mr. Hayes. Do they lend to anybody except their depositors ? If 
a man has not a deposit in the bank, can he get a loan ? 

Mr. Haymaker. Yes, sir. All he has to do is to come in and make 
a contract — " I hereby subscribe for $1 of unpaid-loan stock of the 
company.'-' That makes him a member to the extent of a dollar, and 
that is done simply to come within the Federal income-tax and cor- 
poration-tax laws. We loan only to our stockholders, but the bor- 
rower may be a stockholder only to the extent of a dollar. 

We have no official data showing the full extent of the farm loans 
that are made by building associations. That line of investment is being 
pursued in perhaps all of the States this year, because their atten- 
tion has just been called to it. I have in mind one association in 
Indiana, at the city of Anderson, that has practically driven out all 
competition in the way of farm loans. The farmers have come to 
them and have placed all their loans practically with that building 
association at Anderson. They have now upward of a million dollars 
loaned out on the farms of that vicinity. 

The same condition of affairs exists in Shelby County, Ohio, at 
Sidney, where there are two or three associations operating, each 
making farm loans. One association that I am best acquainted with 
has over a million dollars loaned out on farms. 

It is an unfortunate thing that so much misinformation, or lack 
of information, exists in regard to this feature of the business. We 
have in pur State a very estimable gentleman, who is especially inter- 
ested in this problem, who went to Europe. He lives in Columbus. 
He went to Europe and spent some months investigating the busi- 
ness there and came back and wrote a pamphlet extolling the beauties 
of those foreign loans, saying how much it was to be regretted they 
had never been attempted in America. And yet within two blocks 
of his home lived a gentleman, the president of an association in 
Columbus that had out more than a million dollars on farm loans 
on the exact plan he was extolling as a model. 

This movement of associating farmers with the building and loan 
associations is being encouraged by the associations, by farm journals, 
and farmers' organizations, and by State officers. As an illustration 
of this, I want to lay before and file with the committee this copy 
of Farm and Fireside of date November 22, 1913. They have a 
two-page article here on the Ohio rural credit plan. 

Mr. Platt. I think most of us have that already. 

Mr. Stone. We have received it and read it. 

Mr. Hayes. What page is that? 

Mr. Haymaker. Page 5, November 22, 1913. 

Mr. Hayes. I do not think I have seen it. 

Mr. Haymaker. In Ohio it has not been found necessary to make 
any changes in the law but slight changes in association methods 
to fit the system to the heeds of farmer borrowers. In Indiana and 
Wisconsin recent legislation has been passed to so modify the former 
laws of those States as to make them more accurately fit the needs 
of farm borrowers. I lay before you the new laws just going into 
effect in those two States affecting this subject. I want to call your 
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attention to this copy of the laws of the State of Indiana. The first 
thing in this is the new statute governing the organization and man- 
agement of rural loan and savings associations. I had a letter a day 
or two since from the banking commissioner of Indiana, which I will 
file with the chairman, stating that the first association under this 
law had been organized in the city of Lebanon and would be ready 
to begin business in a few days. 

I also want to call your attention to the recent changes in the laws 
of the State of Wisconsin. Last winter they passed two very striking 
measures along the very line you gentlemen are investigating. One 
provides for the or^nization of land-mortgage associations and the 
order for the organization of cooperative credit associations for han- 
dling short-time personal loans, very much on the order of the coop- 
erative banks of that character they have in Germany. 

At the same time I want to file with you the building and loan laws 
of the State of Ohio as they exist to-day. I know Mr. Bulkley will 
excuse me, and I hope the other members will, if I tell you that there 
is the real thing. In Ohio we do things right. It has not been neces- 
sary to make any amendments to the laws of Ohio in order to make 
them broad enough to fit the needs of any borrowers, whether on the 
farm or in the city. 

Do not understand that I am putting this up as a model. I heard 
the other day a little story of the meaning of the word " model." A 
lady had a habit of nagging and complaining of her husband, and he 
was very much surprised to hear her speak of him to a neighbor as 
being a model husband. When he looked in the dictionary he found 
that the definition of " model " was " a small imitation of the real 
thing." [Laughter.] This law is not a model ; it is the real thing. 

Mr. Platt. In beginning to make these farm loans in Ohio did 
you connect them with building particularly, as you would in a city, 
or did you make them to farmers regardless of what they were going 
to use them for? 

Mr. Haymaker. That brings up a new idea, or rather an old idea, 
that I want to discuss. I am glad you mentioned it. Do not imag- 
ine that a building association is organized for the express purpose 
of paying the expense of putting up a building. I wish that through- 
out the whole country the word "building" were out of the name. 

Mr. Platt. It is out in New York State. 

Mr. Haymaker. Yes; in New York State they adopted the more 
sensible name of "savings and loan association." And while we arc 
discussing that there is another feature of this Question that ought 
not to be lost sight of for a moment. Drop out tnat word " rural" ; 
it is dangerous. You gentlemen are all more familiar with practical 
politics than I am. You know how very easy it is for a very little 
thing to make a lot of political trouble. Thirty years ago, or nearly 
that, an indiscreet preacher, by putting in a sentence three little 
words that he thought sounded well, absolutely blasted and ruined 
the political fortunes of one of the greatest men America ever pro- 
duced. And I want to tell you gentlemen that that word "rural" 
in a law of this kind is just as dangerous. 

The farmers of America are just catching step in this movement 
for cooperation. They are getting into line, and will make these 
building and loan associations the biggest institutions in the country ; 
and I predict that 20 years from now they will be assailed by the 
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labor organizations of the country with as much venom as Wall Street 
is to-day because of the great power they will have. 

Make it broad enough that the workmgman in the city will say, 
" This is not an institution that is opposed to my interests and for 
the benefit of those hayseeds out there; it is for me." If you are 
going to have a name for them, call them " land banks " ; not build- 
ing associations, nor building banks, nor rural banks, nor farm-loan 
companies. I think the Wisconsin law has taken the right name — 
the land-mortgage bank. No better name could be had. An insti- 
tution whose very name indicates that it is for the help of one class 
will inevitably incur the hatred and jealousy and opposition of every 
other class. And you can avoid it easily. 

Here is also a clipping giving interesting details of the new plan 
now being worked out in the State of Washington, by which coopera- 
tion is applied to the problem of bringing into cultivation the cut- 
over timberlands of that State: Efforts were made last winter to pass 
legislation in New York of similar character to the Indiana and Wis- 
consin laws. These efforts will be renewed there at the next session, 
and it is hoped they will succeed. 

These matters are referred to at this time to emphasize the state- 
ment made earlier in this paper that the several States are now mov- 
ing for improving credit systems, and the further important fact that 
legislation which might be exactly fitted to the circumstances of one 
community would be wholly unsuited to another in which different 
conditions exist. 

The American building associations have earned the right to be 
recognized and reckoned with in any movement to deal with the land- 
credit systems of the country. It is the only institution or system 
in America which makes land credits its sole and only business; it 
has been evolved from the needs and experience of our own people, 
and its popularity and signal success prove how accurately it has 
measured up and fitted itself to American ideals and conditions. Be- 
fore inaugurating any new or untried experiment, or transplanting 
any foreign system into our domestic fields, this typical American 
institution should receive the careful study and consideration of our 
statesmen and economists. 

Experiments are expensive. However wisely planned or skillfuUy 
organized any new system might be, at its beginning it will be only 
an experiment, and it is uncertain with what degree of favor it might 
be received by our people. It would certainly require a long period, 
possibly many years, for it to demonstrate by successful operation its 
adaptability to perform the work it was designed to do and attract 
from the public funds in sufficient volume to make it a factor of 
serious importance. 

If the various interests and authorities which are aiming to im- 
prove the system on which farm mortgages are being made would 
all unite in adopting the existing building associations as the instru- 
ment with whicn to execute this reform, rather than the creation or 
importation of some new and untried plan, here are some of the 
manifest advantages which would thus be secured. 

Instead of beginning with a new and untried experiment, with 
zero for a starting point, the ultimate success of which will be at 
least uncertain, you will have as a foundation and nucleus upon 
which and around which to build a land-credit system more than 
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6,000 live, prosperous, active institutions scattered over all the States, 
with their corps of experienced oflScers, all drilled and trained in 
the work. You will have a mighty army of more than two and a 
half million citizens already enlisted in support of the system. You 
will have a complete chain of local institutions whose plans and 
methods do not have to be explained or demonstrated, but which are 
in successful working order, well and favorably known by the peo- 
ple, and securely entrenched in their confidence; and you will have 
more than $1,137,000,000 already invested in the work and growing 
at the rate of more than $100,000,000 per year. 

Is not such a prospect more inviting, and does it not promise 
quicker practical results and higher ultimate success than to begin 
with empty hands on bare bedrock? 

Mr. Hayes. The rate of interest that is paid, and the cost of doing 
business) etc. — I would like to have a statement of that for the State 
of Ohio. 

Mr. Haymaker. Our loans are made at the rate of 6 per cent inter- 
est. We make a $1,000 loan, and the contract calls for a payment of 
not less than $60 semiannually. We take 6 per cent interest on the 
money and the balance is applied to reducing the principal. Then 
the interest for the next six months is figured on that reduced prin- 
cipal, when the borrower makes another $60 payment. On that basis 
that loan will run out in 12 years. 

If that is too strong for him, we make the payment $50, which will 
carry the loan 15^ years. If that is too much, we will make it $45, 
which will carry the loan 19 years. 

Mr. Howell. If I may answer the question, the borrower — that is 
the man you are talking about 

Mr. Hayes. Yes. 

Mr. Howell. Under this plan, and under the plan of operation 
of the association that I represent, and probably more than half the 
associations in the United States, the borrower pay^ none of the 
expenses. It is the investing member who bears the entire expense 
of management of the association. 

Mr. Hayes. Is that the case in your State, Mr. Haymaker? 

Mr. Haymaker. It is the same; yes, sir. 

Mr. Hayes. How much do you pay the man that furnishes the 
nlbney ? 

Mr. Haymaker. Five per cent; just the same. 

Mr. Hayes. Do you have any information in regard to these build- 
ing and loan associations in other States^ like North Dakota, Wash- 
ington, Montana, Texas, Florida, and other purelv agricultural 
States? 

Mr. Howell. Our man from Nebraska is not here, unfortunately. 

Mr. Haymaker. No. What States do you refer to? 

Mr. Hayes. Any agricultural State — like Kansas. 

Mr. Haymaker. Kansas has 55 building and loan associations wit^h 
a membership of 43,000, with assets of nearly $15,000,000. In North 
Dakota they have 9 associations with a membership of 4,300 and 
a little over $2,500,000 assets. 

Mr. Hayes. What interest do they charge the borrower? 

Mr. Haymaker. I can not tell you. 

Mr. Platt. It ought to be understood right here that the whole 
thing is cooperative, and that is just the way it works out. 
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Mr. Haymaker. Yes. 

Mr. Platt. It may be more than 5 per cent or it may be less than 
5 per cent that the investor gets. 

Mr. Hayes. Are these associations in Kansas and North Dakota 
on exactly the same basis as in New York and Ohio ? 

Mr. Haymaker. They are modified by the local laws. 

Mr. Hayes. But they are similar? 

Mr. Haymaker. They are similar; on the same principle. In 
every community you will find that the rate of interest which they 
must pay for money must be such a rate as will attract it and get it 
in. If they can make more by depositing it in the banks, it will not 
come. So the rate is governed by supply and demand ; it is simply a 
commercial proposition. 

(A recess was thereupon taken until 2.30 o'clock p. m.) 

after recess. 

Pursuant to the taking of recess, the hearing was resumed at 2.30 
p. m. 

The Chairman. Mr. Haymaker, had you finished what you wanted 
to say? 

Mr. Haymaker. Yes, sir ; I can't think of anything further I might 
say that would throw any more light on this discussion. I would 
suggest, however, that we had better hear from Mr. Keesler at this 
time. 

The Chairman. Before we do that, I have in mind a few questions 
I intended to ask you. 

Mr. Hay3iaker. All right, sir; of course, we will proceed in that 
way. 

The Chairman. In making loans, does your institution make any 
inquiry as to the purpose for which the money is to be used? 

Mr. Haymaker. We do, yes, sir ; that is one of the questions that 
must be answered — for what purpose the money is to be used. 

The Chairman. What bearing has the answer on the granting of 
the loan? 

Mr. Haymaker. Well, perhaps the most important bearing is to 
get a line on the character and purposes of the applicant for the loan. 
The last loan we made just before I came here was made to a gentle- 
man who owns property in my home town ; he had had to remove to 
Toledo, and he very frankly stated that he wanted to make this loan 
for the purpose of buying some real estate in Toledo, and we made it 
for thatpurpose. 

The Chairman. So that the purpose a borrower declares doesn't 
really make so much difference to you ? 

Mr. Haymaker. Sometimes it does; in case we think his invest- 
ment is not going to be a good one, one that would not be profitable 
to him, I don't believe we would make the loan. 

The Chairman. Do you discriminate in favor of a man who wants 
to borrow for the purpose of paying for a particular piece of land 
or for improving his own land against the man who wants to buy 
other real estate? 

Mr. Haymaker. Other real estate? 

The Chairman. The one who wants to borrow to buy other real 
estate. 
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Mr. Haymaker. No, sir; there is no discrimination in that respect. 

The Chairman. Well, I don't quite see what line you draw, unless 
it is just a question of your exercising your own judgment as to what 
his other investment is. 

Mr. Haymaker. That is about all. If he was going to buy mining 
stock, or shares in a corporation like that, which we thought was just 
built on blue sky, I don't suppose we would make the loan. 

Mr. Hayes. Would you discriminate against the man who had no 
land At all, who wanted to buy 80 acres of land and only had half 
the price, and wanted to make a loan for the balance of the purchase 
price ? Would you entertain a proposition like that ? 

Mr. Haymaker. We go further than that. I will give you a con- 
crete illustration of a case we had : A man in our community retired 
and removed to town and rented his farm to a tenant — a man who 
had accumulated a thousand dollars in money and wanted to buy 
that farm, which was worth $10,000. Of course, in justice to our de- 
positors we could not loan him 90 per cent of the value of the farm ; 
that would not be safe banking, if you want to speak of it that way. 
But we brought him and the man who owned the farm together and 
we made this j)roposition : We will make this loan for $9,000 on that 
farm : we consider it ample security for 6,000 ; it is good for 60 per 
cent ; but we will make a loan for $9,000, but the whole of the $9,000 
goes to the previous owner of the farm; he was only to get 6,000 
m cash, however, as 3,000 must be deposited with the building and 
loan association and assigned to it as collateral for the mortgage, 
and to be paid out as fast as the purchase price of the farm was paid. 
That proposition was acceded to by both parties and we made the 
loan on that basis. That has been five or six years ago. In the mean- 
time the tenant has gone on and improved the farm, and he has 
made money out of it; he has reduced his debt imtil the original 
owner has withdrawn the entire amount of his collateral, and there 
has been a further reduction of the $6,000. 

Mr. Hayes. That's fine; that is just what I wanted to bring out. 

Mr. Haymaker. That is a concrete example of what we have done 
in a large number of cases, and the same principle is frequently ap- 
plied in making loans in town. I suppose we have had 25 loans on 
the books running that way. As another example of that, in making 
such loans, I would like to mention this case: We have a lumber 
dealer in our community, and he is quite an enterprising man. He 
has official relations in the East that enable him to carry out the plan 
I will detail to you. In the same office with this lumber dealer there 
was a young telegraph operator, who was a bright young man, re- 
cently married. He had been living in a rented house, but wanted a 
home of his own, and he put it up to Mr. Cheney, the lumberman. 
Mr^ Cheney, after discussing the matter with him then went to the 
building and loan association and talked to them about it, and he 
finally put up every dollar of the money required, building the house 
according to the plans agreed upon with the young operator, and 
when it was done the whole property had cost the lumberman $1,500. 
We made Mr, Cheney a loan of $1,500, advanced him 900 of it in 
cash, and the balance he left as collateral. That lumber dealer has 
done that in at least 20 cases. Those things are being worked out at 
the end of each six months' settlement in at least 20 cases just in our 
little association now. 
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Mr. SBXDOMRn)GB. You loan the full value of the property, then; 
is that it i 

Mr. Haymaker. Yes ; in that way we do, 

Mr. Seldomridge. Part in cash and the balance in stock. 

Mr. Haymaker. Usually 60 per cent, and the balance is left as 
collateral to be paid out — — 

Mr. Seldomridge. Then the owner, in this case the telegraph oper- 
ator, pays you in monthly installments ? 

Mr. Haymaker. Yes, sir ; he pays for the place in monthly install- 
ments. 

Mr. Seldomridge. Installments of how much ? 

Mr. Haymaker. $1 per month on each hundred dollars. On that 
$1,500 loan he paid us $15 a month. 

Mr. Seldomridge. What is the rate of interest? 

Mr. Haymaker. Six per cent. 

Mr. Seldomridge. Who carries the insurance? 

Mr. Haymaker. It is assigned in the name of the owner, assigned 
to the company as a part of the collateral for the mortgage. 

Mr. Seldomridge. Who paid for the examination of the title, the 
abstract, and all the expense of that kind? 

Mr. Haymaker. That is all included in the purchase price of the 
property. 

Mr. Seldomridge. Did you ever have any of those loans forfeited? 

Mr. Haymaker. No, sir ; we have never had one. We had one case 
like this, and in the case of that lumberman, too ; it was probably the 
first of these propositions that he went into. The purchaser didn't 
prove to be a very enterprising man, and he finally abandoned the 
property, but the lumberman at once found a new purchaser to carry 
on the loan. We have never had to foreclose on a loan. 

Mr. Seldomridge. You have never had any loans of that character, 
on which the monthly payments were defaulted for long periods ? 

Mr. Haymaker. No; never to make it necessary to foreclose the 
mortgage. 

Mr. Seldomrtoge. You could make the mortgage mature if the 
payments were not made, couldn't you? 

Mr. Haymaker. Yes, sir; we have that privilege, after three 
delinquencies we can foreclose the mortgage, but we have never had 
occasion to do it in one of these loans. 

Mr. Platt. You have an attorney who is paid to make the searches, 
examine titles, etc.? 

Mr. Haymaker. Yes, sir. 

Mr. Platt. Is he paid a salary? 

Mr. Haymaker. The searching of records and the preparation of 
the abstract is all done at the expense of the borrower; that is a 
portion of the expense incurred when the loan is made. 

Mr. Platt. Did you say you paid the attorney ? 

Mr. Haymaker. No, sir; the borrower pays the attorney — the in- 
dividuals who ask for the loans ; the preparation of the abstract, the 
recording of the papers — the borrower pays all that. But that it 
true in making any kind of loan that I know of. 

Mr. Platt. It seems to me that in our local building and loan asso- 
ciation at home the association has an attorney who does all that 
work, and they are not supposed to charge that to the borrower. 
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Mr. Haymaker. I think the method we have is the way it is done 
in most associations. I don't think the fees paid for that class of 
work are anywhere near as great in our association as are generally- 
paid attorneys for insurance companies. 

The Chairman. Did you say that all your loans were made at 6 per 
cent? 

Mr. Haymaker. Yes, sir. 

The Chairman. Do you have more applications for loans than you 
can fill ? 

Mr. Haymaker. Sometimes we do and sometimes we have a surplus 
of money. I am glad you asked that question, Mr. Chairman, as this 
will bring out one element of strength in our system in Ohio. There 
are some localities out there where there is a great deal of manufac- 
turing, a great many workingmen engaged in factories who are 
using the building and loan associations as places of saving for their 
money. In such localities the loan associations frequently have more 
money than they can lend. Under the Ohio law one association is 
permitted to deposit surplus funds in another association. In my 
own association I have $37,000 placed there by other building and 
loan associations. There have been times when we had a surplus on 
hand, and I have made deposits in other associations in different 
localities in order to keep our current funds employed. These funds 
are deposited on a certificate which provides that they can be with- 
drawn on two weeks' notice, and if they are not paid when called for 
then the rate of interest goes up to 6 per cent. So there is a con- 
tinual incentive to have as little of this money on hand as possible, but 
it is a very great convenience sometimes. Sometimes when we have 
more applications than we can fill I call up some association in an- 
other part of the State and ask them if they have any surplus funds 
on hand, and if they have we are able to accommodate our applicants 
in that way. It is to our interest to get rid of the 5^ per cent money 
as fast as we can, and whenever we have any surplus 5 per cent funds 
coming in we retire the 5^ per cent money. 

The Chairman. That 6 per cent rate keeps you balanced very well, 

does it? 

Mr. Haymaker. Yes, sir ; very well. 

The Chairman. When you are short of funds, on what principle do 
you discriminate among the would-be borrowers ? 

Mr. Haymaker. We will always make the loan on the security 
that looks to be the safest; where there is no choice in that matter we 
will fill the applications in the order in which they are made. 

Mr. Platt. Don't you auction your loans off? 

Mr. Haymaker. No, sir. 

Mr. Platt. I think we do that in my community. 

Mr. Haymaker. That was the old, original way to make the loans; 
but we don't do that now. 

Mr. Platt. You often get quite a lot of competition for them. 

Mr. Haymaker. Yes, sir ; I know. 

The Chairman. You take into consideration the locality of the 
loan ; I mean you would prefer a borrower who was going to spend 
the money in your locality to one who was going to spend it, say, in 

Toledo? . ^ . 

Mr. Haymaker. Yes, sir; we would favor the applicant who in- 
tended to use the money in his home town. 
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The Chairman. Do you think you would have a considerably 
larger opportunity to loan money if you should reduce the r«ate a 
little bit? 

Mr. Haymaker. Yes, sir; that would greatly increase the number 
of applications, but we could not do that witnout at the same time 
lowering the rate of interest we pay on deposits — the rate we have 
to pay in order to bring in money. 

The Chahiman. What I am driving at is this : Supposing farmers 
could borrow at 5 or 5^ per cent, would they be stimulated to borrow, 
and what would they do with the money ? 

Mr. Haymaker. The mere rate of interest doesn't always cut the 
most important figure. I presume that in the last two years I have 
loaned $100,000 applied by the borrowers to pay 5 per cent loans 
made by insurance companies. We have at Cincinnati a life insur- 
ance company, one of the big companies, the Union Central Life 
Insurance Co. They make loans at 5 per cent on farms, but they are 
made coupled with certain restrictions and expenses, commissions to 
agents, and restrictions as to repayment; for instance, one part of 
their contract provides that they can not repay to exceed 20 per cent 
in any one year. Then that privilege of repayment is not accumula- 
tive. If a man is unable to make a repayment during one year, he 
can not pay two-fifths the next. Then the fact that his papers are 
all in Cincinnati and not at home, and that the payments must be in 
even hundred dollars and made on the interest-paying date — all these 
restrictions and conditions make them prefer to pay us 6 per cent, 
without any renewal charges whatever, than to take their 5 per cent 
money. 

The Chairman. Do they have to pay renewal charges when renew- 
ing loans with the Union Central Life Insurance Co.? 

Mr. Haymaker. Yes, sir. 

The Chairman. Supposing you, maintaining the same terms, would 
simply reduce your rate, what effect would that have ? 

Mr. Haymaker. It would greatly stimulate the borrower. 

The Chairman. What would they do with the money? 

Mr. Haymaker. They would do a great many things with it; some 
would probably use it to buy additional land, some would improve 
their buildings, and others might purchase better agricultural appli- 
ances. 

Mr. Platt. Don't you ask the borrower what he intends to do with 
the money? 

Mr. Haymaker. Yes, sir; we always do. That was gone into be- 
fore you came in. 

Mr. Platt. That is one of the securities. 

Mr. Haymaker. Yes, sir; that is one of the securities. Let me 
give you another concrete illustration in the experience of our asso- 
ciation. One of the best farms in our county lies right across the 
river from our city, having in view the general conditions, the im- 
provements, quality of the soil, etc. I think it is the irost valuable 
farm in our county. The estate that owned this farm was about to 
be settled up, and one of the sons-in-law wanted to buy it with the 
money he had accumulated and with his wife's share in the estate — 
$16,500 was all they had— but this was a $30,000 farm. We made 
him a loan and he paid us at the rate of a thousand dollars every 
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six months. That covered the payment of all his interest, and also 
made a comfortable payment on the principal. That went on for 
about three years, when he came to me and said, " Secretary, I am 
up against a proposition and I don't know just 'what to do." He 
says, " I have the best dairy farm in this part of the State, but my 
bani and dairy house are not in proper condition. They would not 
pass inspection if the State inspector should come around. I need 
to build me a new bam, but if I do it will take all the money I have, 
and it will take all the credit I can get at the bank, and all the money 
that I would pay you in the next year and a half." And I told him 
to go ahead and build his barn and to suspend payment with us for a 
year and a half, and he did this, and his new bam is a model for all that 
section of the country. He didn't pay us a cent of money for a year 
and a half; his interest was charged up against his credit, but now 
he has got his plans laid. He has added $6,000 to the security and 
is now able to pay a thousand five hundred dollars easier than he 
could pay a thousand before. 

The Chairman. Do you think that, if the farmers could get 
cheaper money they would improve their farms in one way or an- 
other, and thus be able to get better results? 

Mr. HLaymaker. Undoubtedly they would. 

The Chairman. Where do you get that impression from, by talk- 
ing to them? 

Mr. Haymaker, Yes, sir; by talking to them. I saw that illus- 
trated a few days ago when I was talking to a farmer who was en- 
gaged in cutting up his com. I suggested to him that he could prob- 
ably make a good deal more money out of his corn crop if he had a 
silo there and use the silage to feed a bunch of cattle ; I told him it 
would probably bring him 50 per cent more, that he would double the 
profit that he got selling the corn, and his reply was, " I haven't the 
money to build the silo or to buy the cattle." So, I said, " I will loan 
it to you," and then he said, " If at 5 per cent I would do that." 

That is simply one illustration of things that are constantly com- 
ing up, how many of those improvements would be carried out if 
cheap money were available. 

Mr. Hayes. Do farmers sometimes apply for loans, which your 
best judgment does not recommend making? 

Mr. Haymaker. Yes, sir; very frequently. 

Mr. Hayes. If the loan is made cheaper, would that be done 
of tener than now ? Is it simply in the character of the man or in the 
fact that loans can not be gotten cheaply ? 

Mr. Haymaker. It is the character of the man and in the char- 
acter of the securities; they are of equal value. It is very easy to 
understand that there are always a certain number of poor farms; 
that is, poor land and poor improvements, farms that could not be 
made productive except at great expense, and they fall into the 
hands of speculators or dealers and are traded back and forth. Any 
company engaged in lending money on that sort of security must be 
on the watch. This emphasizes the proposition made by my friend 
Howell here, that an institution of this kind should be restricted as 
to the territory in which they are to operate. I have in mind a farm 
on which our association would not make a loan because of the poor 
quality of the soil and improvements, but they managed to secure 
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a loan on it through an investor in eastern Ohio for at least twice 
the amount that the farm sold for less than three years ago. Those 
things will result in losses. 

Mr. Platt. That is the one trouble with the whole farm-mortgage 
proposition. 

Mr. Haymakeb. Yes, sir. 

Mr. Howell. That is why the institution should be a local institu- 
tion. 

Mr. Haymaker. Yes ; so the officers can go out and make an inspec- 
tion in person on the farm and see the condition and value of the 
security. Where you attempt to spread out your loans over a large 
territory, depending on agents to secure your applications, you will 
find you are running into losses. That was illustrated in our own 
community some 20 years ago when the State of Connecticut was 
loaning school funds on farm mortgages; a local agent who was not 
overscrupulous in his reports made some loans for them, and the 
securities he got resulted in some very great losses to the Connecticut 
State school fund. 

Mr. Seldomridge. How do you estimate the value of the farm ? 

Mr. Haymaker. Well, it depends a good deal on the quality of the 
soil; then a lot depends on the location, its contiguity to the market, 
the roads that lead to it, and very largely on the character of the 
man and his habits. 

Mr. Seldomridge. Do you find farmers, as a rule, men who have 
developed a sense of business sagacity in the way of keeping track of 
expenses and of the income and outgo? 

Mr. Haymaker. Those characteristics are growing very rapidly 
among the farmers ; they are giving a great deal more care to these 
matters than they used to. 

Mr. Seldomridge. Do you require any statement from the bor- 
rower as to his income? 

Mr. Haymaker. Yes, sir; we frequently do. 

Mr. Seldomridge. And as to what they produce ? 

Mr. Haymaker. Yes, sir ; as to what crops they produce. 

Mr. Seldomridge. Do you have anything to say as to what they 
shall produce? 

Mr. Haymaker. No, sir. 

Mr. Seldomridge. That don't interest you at all ? 

Mr. Haymaker. Oh, we might make some suggestion, but that 
would be no condition of the loan at all. 

I should like to say, in that connection, that a year ago, when the 
little pamphlet there was written, when the data given there was 
then fresh statistics, we had $480,000 loaned out on farms; and at 
that time — at the time of our last settlement — ^there was not a dollar 
of delinquent interest due on any of those loans, and during the last 
20 years we have never foreclosed a farm mortgage. 

Mr. Seldomridge. Do you see any necessity for any national legis- 
lation along this line? 

Mr. Haymaker. It is not needed in Ohio. 

Mr. Seldomridge. The laws you already have are liberal enough 
and the situation is easily handled by private capital ? 

Mr. Haymaker. Ohio can handle her local situation very well. 

Mr. Seldomridge. You think there is no demand, then 

39731—14 9 
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Mr. Haymaker. Not among the people of Ohio. 

The Chairman. Mr. Haymaker, you have given us certain infor- 
mation about your methods of treating your borrowers. Can we re- 
fard those methods as typical of the methods generally in use by 
uilding and loan associations throughout the country ? 

Mr. Haymaker. I do not know how extensively those methods are 
being carried out in other sections of the country. I can not tell 
about that. I know of one association at Sidney, Ohio, to which I 
referred this morning, where the secretary is a banker as well as a 
building and loan association man. He conducts his association in 
the same room as the bank, of which he is an officer. He is a very 
bright banker and a successful one, and was formerly a United States 
bank examiner. His custom is to take a farm mortgage for the 
shortest possible period he can get the farmer to consent to — for one 
year, if possible, or two or three, if necessary — ^but when the mort- 
gage falls due he doesn't call the loan. He told me that 90 per cent 
of the farm mortgages were past due, but that there was no disposi- 
tion on his part to call them. He has surplus funds, and part of 
them that are borrowed are deposited by his association. His asso- 
ciation has more than a million dollars loaned out on farms. 

Mr. HowEix. That is the only correct way to handle the business," 
but it is not done that way generally. 

Mr. Haymaker. No ; that is not the general rule. . 

Mr. Platt. Mr. Haymaker, on the question of the rates of interest 
fliat the borrower actually pays, I want to put you the case I was 
talking about awhile ago. It is an actual case. I have $1,000 on 
mv house, carried in the savings bank at 5 per cent. I am a member 
of a building and loan association and pay in $5 a month, which in 
12 years will pay the mortgage off. Several persons have declared 
that I would pay less interest if I had taken my loan in the building 
and loan association, although it loans at 6 per cent. 

Mr. Haymaker. It depends on what rate the building and loan 
association pays ; if it figures its interest at 6 per cent 

Mr. Platt. But they claim that on the actual facts, because they 
compound oftener and because of the cooperation, I would not be 
paymg more. 

Mr. Haymaker. I think the savings bank loan is the more eco- 
nomical. 

The Chairman. Mr. Haymaker, you testified this morning that 
building and loan associations were about adequate to cope with 
credit conditions in this country, but at the same time farmers in 
Germany and elsewhere in Europe are able to get a good deal lower 
rates of interest. Do you attribute that to the fact that there is more 
money to loan over there than we have here? 

Mr. Haymaker. It is attributable to that and to the further fact 
that people who have money to loan are satisfied with a lower rate 
of interest than you can get mvestors in American farm mortgages to 
accept. 

The Chairman. You don't look forward in the course of natural 
development to a material reduction in the rate of interest to bor- 
rowers, do you? 

Mr. Haymaker. Yes, sir; it surely will come, and I think it is 
coming very rapidly. The association I am connected with began 
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business 20 years ago. At that time the Union Central Life Insur- 
ance Co. was making loans at 8 per cent interest and insisting that 
every borrower should carry a life insurance policy which cost an 
amount equal to the interest on his loan, so the borrower was burdened 
with an annual payment of at least 16 per cent on his loan. We began 
making our loans at a rate of interest that would equal about 9^ per 
cent. Since that time we have practically driven that company out 
of the business of making such loans, as well as other companies, 
and our rate of interest has been cut from 9^ to 6 per cent. When 
we began business we had to pay 8 per cent to get money deposited 
with us. 

The Chairman. This change is due to the constant increase of 
loanable capital, is it not? 

Mr. Haymabier. Yes, sir. 

The Chairman. And you think that it will continue ? 

Mr. Haymaker. Undoubtedly it will. 

The Chairman. Have you any reason to expect that ? 

Mr. Haymaker. In the community in which I live there is very 
little manufacturing; it is practically an agricultural community, 
and it is a very prosperous agricultural section, too. The bulk of the 
money I have m my association belongs to farmers in that com- 
munity. I think you will agree with me that agricultural condi- 
tions will continue to prosper so long as the demand for farm prod- 
ucts continues to increase rather than decrease. 

The Chairman. Don't you think as they continue to prosper they 
will invest some of their money outside? 

Mr. Haymaker. I don't think so. 

The Chairman. You think they will be apt to keep it there? 

Mr. Haymaker. The farmer is just a little bit credulous, in a way, 
and in other ways he is extremely cautious. We have had a great 
deal of money taken out of the county by farmers investing in gold 
mines, or copper mines, or something else of that sort ; a great many 
of our farmers have been stung with that sort of schemes, but I 
think it would be very difficult to find many who would accept that 
sort of security to-day. They have suffered and learnred of the 
danger of investments of this kind; that comes only by experience, 
but I think the result will be in the future that these cooperative 
institutions will grow in favor and grow in strength, and attract 
more and more the capital of the farmer. 

The Chairman. You told us this morning that there has been so 
much study of European credit conditions, and that it was too bad 
that we do not have more study of conditions in American credit 
societies. What specific investigation would you suggest ? 

Mr. Haymaker. I would suggest you investigate to what extent 
the building and loan associations in the several States are now 
taking care of the farmers' credits; for instance, in our ow^n State 
of Ohio, although some associations have been investing in farm 
mortgages for 20 years, there is not a line of data disclosing that 
fact; but this year our present inspector of building and loan asso- 
ciations is making that a feature of the reports submitted to him, 
and when his own report for this year is published you will have 
some pretty accurate data, showing to what extent the building and 
loan associations of Ohio are taking care of the farm loanis. 
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Mr. Seldomridoe. Does not the term " building and loan associa- 
tion'* conrey — is not the idea there more concerning erection of 
bnildings in cities rather than farm loans? 

Mr. Haymaker. Yes, sir. That was discussed when you, were ont^ 
It is unfortunate that the word "building" ever was used in con- 
nection with these associations. Our friends in New York have hit 
upon a term which more accurately describes the activities of these 
associations when they call them savings and loan associations. The 
Wisconsin law, I think, is better yet; they have provided for the 
organization of land mortgage associations, which, I think, perhaps, 
is as happy a solution of the problem of an appropriate name as 
could be suggested. 

Mr. Hayes. In your town have you there a commercial savings 
bank with which you have to compete? 

Mr. Haymaker. Yes, sir. We have in our county three associa- 
tions which are practically identical in plan with ours. One asso- 
ciation is in the largest town outside the county seat, 20 miles away, 
with about $125,000 assets. The other association, my competitor, 
or colleague — :we are colleagues in my town — ^is at least two and one- 
half times as lar^e as mine. I had the honor of establishing the 
other association m 1888, 25 years ago 

Mr. Hayes. The point I wanted to get at is this : What rate of in- 
terest is customary to be paid by the ordinary savings bank — ^the 
commercial bank? 

Mr. Haymaker. We have a national bank, with a savings depart- 
ment, that pays 4 per cent on savings deposits. 

Mr. Hayes. Do the other banks pay the same? 

Mr. Haymaker. Three per cent. 

Mr. Hayes. Well, now, if you don't pay any more in your dividend 
than they pay for time deposits; if you don't pay any more, how 
would you come out with your depositors? 

Mr. Haymaker. We never thought it wise to make the experiment. 
I don't think they really get so much as we are getting; that is just 
what we are afraid of and the reason we don't cut the rate. 

The Chairman. AVTiere would you suggest that we could find out 
to what extent the local building and loan associations are adequate 
to take care of the demands of the farmers for credit to-day? 

Mr. Haymaker. All the other States are practically in line with 
Ohio; they have never investigated the question. The only thing to 
do would be to request the different authorities having charge of the 
associations in the different States to make such an investigation 
for you. 

Mr. HowEUi. We will practically admit^ Mr. Chairman, that our 
system is adequate to take care of the question, but our funds are not. 

The Chairman. To what extent do you consider they are inade- 
quate ? Vastly inadequate, are they ? 

Mr. HowELLr. The total amount of mortgages on farms in the 
United States is about $330,000,000. 

Mr. Haymaker. How is that? 

Mr. Howell. Three hundred and thirty million. 

Mr. Haymaker. You had better put another cipher on'there. 

Mr. Howell. Yes; that should be three thousand three hundred 
million. 
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Mr. Hayes. That is the total amount of farm mortgages in this 
country ? 

Mr. Howell. Yes, sir; but that is purely an estimate, because the 
Census Bureau has not complete figures compiled. They have given 
the complete figures only on those farms that are owned and operated 
entirely by their present owners. 

The question of reducing the rate of interest on farm mortgages is 
not to find that entire sum ; it is to find enough money to break the 
rate of interest — ^to have such a surplus of money on hand that it will 
break the rate of interest down. 

Mr. Platt. You don't think it is necessary for associations of this 
kind to loan money to farmers who own thousands of acres, like in 
some Western States, for instance ? You loan largely to the 160-acre 
farmer. You think if he is taken care of that the other fellow can 
get the money he needs elsewhere. 

Mr. Howell. If 25 per cent of that money was available for in- 
vestment in farm mortgages, it would break the rate of interest on 
the whole sum. It is fair to assume that. 

Mr. Platt. As soon as you had broken the rate you would, of 
course, increase the demands for loans? 

Mr. Howell. Yes, sir; that would also probably be the case. 

Mr. Platt. It is rather difficult to find any absolute test of ade- 
quacy ; it is hard to tell when you have enough money to take care of 
the demand. 

Mr. Hayes. Never ; you will never have enough for that. 

Mr. Howell. Yes, sir; you will have enough, because the increase 
of population is less than the natural increase of wealth. We are 
continually adding to our productive power — labor-saving machinery, 
better methods, and all that sort of thing — to increase the production 
of wealth at a much greater rate than the population is increasing. 

Mr. Platt. Is it not true that the rate of interest has been going 
up during the past five or six years, generally speaking? 

Mr. Howell. No, sir; I don't think so. 

Mr. Platt. Why, nobody would loan money on a farm at 4 or 5 per 
cent when they can go up to Wall Street and buy a bond or some otner 
gilt-edged security on a 6 per cent basis. 

Mr. Howell. That is due to the conditions which have prevailed 
since the panic of 1907. That was the currency and the bankers' 
panic, and we have not got back to normal conditions since that time. 
But the natural tendency of interest rates is downward. 

Mr. Hayes. I will have to take issue with you there, Mr. Howell. 
I don't think it has been going downward for the past five or six 
years. 

Mr. Howell. I am speaking of the whole general proposition. 
The natural tendencv must be downward, because wealth is increas- 
ing faster than the population. 

Mr. Hayes. The stability of property is better than it was a him- 
dred years ago all over the world ; owing to transportation facilities 
and better communication, and all that sort of thing, there is a sort 
of higher moral standard of securities than they had many years ago. 

Mr. Howell. And the use of wealth brings the rate of interest 
down, too. 
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Mr. Seux)mridge. What would you do in a community like we 
have in the West, where the prosperous conditions 'you have described 
for Ohio do not obtain, but where an impoverished class of people 
have settled on the land and they are without any of the resources 
necessary to equip themselves with the machinery to develop it? 
What would you do there ? 

Mr. Haymaker. That proposition does not involve agricultural 
credit at all. That is a pioneer proposition, the development of a 
pioneer country, which has always been accomplished only through 
the hardest hardship. 

Mr. SELDOMRmcE. But how are you going to meet it? 

Mr. Haymaker. To ameliorate those conditions, it seem to me, is 
a very proper subject to engage the attention of statesmen. 

Mr. Howell,. Is the question. How we could solve it, or the United 
States Government? 

Mr. Seldomridge. How will we meet those conditions in a land of 
financial distress? You say the means are adequate in the section 
you represent, but in these other sections they are far from being 
adequate. 

Mr. Howell. You take a section that is sparsely settled by none 
but farmers and that section needs money on the cooperative plan. 

Mr. Seldomridge. These farmers have no money at all 

Mr. Howell. The Department of Agriculture is lending the as- 
sistance of the people of the United States toward the development 
of farms in that section; it is not taking these farmers individually, 
but it desires to increase the farming area of that section of the 
country. 

Mr. SELDOMRmoE. Yes; we are giving them all the avenues of in- 
telligent information as to the best lines of production, but how are 
they going to avail themselves of that information unless they have 
some assistance and help? 

Mr. Howell. The rural organization service of the United States 
should have the power of initiative and organization and establish 
cooperative institutions in that sparsely settled country, in which all 
the farmers or as many as possible could be induced to take part, 
should participate, and in such institutions their own savings would 

go. 
Mr. Seldomridge. But they have no savings? 

Mr. Howell. They would have savings, naturally. 

Mr. SELDOMRmGE. Naturally. The natural condition is there now, 
but they are not in a position to develop 

Mr. Howell. And the United States Government has control of 
the postal savings funds. If it would loan those funds, taking the 
farm mortgages as security, it could loan to those farmers. 

Mr. Seldomridge. Would you take the postal savings of the coun- 
try and loan it out on farm mortgages? 

Mr. Howell. That is the only solution that occurs to me, Mr. 
Chairman. 

Mr. Seldomridge. The conditions yoii have been telling us about, 
Mr. Haymaker, are very different rrom those of farmers who are 
without any money to develop their farms. 

Mr. Haymaker. Yes, sir; but the condition of those men is not so 
different from that of the man who wants to start a grocery store; 
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if he hasn't got the money to start such a business, of course, he can 
not develop one. Should the United States Government furnish the 
money to start some man in the grocery business who has himself 
been unable to accumulate enough Funds to do it ? If he hasn't funds 
enough to go into the business he wants to enter, he probably has not 
the characteristics that would justify anybody loaning him the 
money. I think it is the same way with the larmer without any 
money to develop a farm. 

Mr. SELDOMRrooE. I think there is a lot of difference between the 
farmer and the groceryman. The farmer is trying to add to the 
productive capacity of the country and the groceryman simply 
wants to get into trade. And another fact, I think the Government 
should do all it can to encourage men to go in on these unsettled 
areas and attempt to brin^ them into the avenues of production. 

Mr. Haymaker. Yes, sir. But we understand those things better 
from concrete examples. Not long ago I met a railroad man who 
had been a station agent down m Georgia, and he told me the 
experience of a Georgian who concluded that he would emigrate to 
Oklahoma; he sold off his land and had his team of mules and his 
household goods shipped to Oklahoma, and after he had bought 
his tickets he had just $50. In his conversation with the station 
agent he said that he was getting out of Georgia because he had not 
been able to make a living there, and he was going to Oklahoma to 
grow up with the country. Now, that is the experience of a man who 
had made a failure in Georgia, and without any experience in the 
country to which he was going he was going out there to make a suc- 
cess as a farmer with a capital of $50, to a place where land was 
{)robably worth three times as much as it was m the country he was 
eaving. Is that the sort of character that would commend itself 
to the United States Government in the matter of a loan, or to a 
building and loan association, or anyone? 

Mr. Seldomridge. In Ohio, you say, you will loan the full value 
on farms, and that it has worked out very well ; but in some sections 
of the country where men have property which has fully demon- 
strated its productiveness, which has shown the best results from 
cultivation, they find when they apply for money to put up buildings 
and capitalize their farms that the avenues of support are entirely 
closed to them, and they have no chance whatever to carry out such 
plans. What are you going to do about those people ? 

Mr. Howell. When the United States Government comes into 
competition with these other savings institutions and commences to 
gather in the savings of the people, as it is doing with the postal 
savings, then I think it is the business of the United States Govern- 
ment to do something more- with those savings than the other insti- 
tutions they are in competition with do with them, and that it 
is nothing but fair that the Government shall do something to 
encourage the industry of the people. 

STATEMENT OF ME. E. L. KEESLEE, PEESIDENT OF THE NOETH 
CAEOLINA BTIIIDING AND LOAN LEAGUE, CHAELOTTE, N. C. 

Mr. Keesler. I have the honor of being the president of the North 
Carolina Building and Loan League; I am also secretary of one of 
the most successiul local mutual building and loan associations in 
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the South. I am simply saying those things, not to be throwing 
flowers at myself but m order that you mi^t be prepared for the 
source of information I hope to give you. 

I might say, Mr. Chairman, that I am from the State of the long- 
leaf pine — from the sunny South, and from the Piedmont section, 
the best section of the South — but at the same time I am from that, 
not benighted land but from a land that is most seriously handi- 
capped for the want of the funds which you are seeking a means to 
provide at this good hour. 

There is a vast diflference in the needs of the different sections 
of this country. Some are so prosperous they need no help, like our 
friends from Ohio; but there are people throughout the South who 
are in more or less distress purely from the need of sufficient capital 
to develop their resources. 

Now, in order to be brief and somewhat concise, I have put what 
I shall have to say primarilj^ in writing, but if in the course of this 
short paper any question might arise in the minds of any of you 
concerning my section of the country I would be glad, and it would 
be a great aid to me, if you would interrupt me, for in that way 
I can give you a great deal more information than I would attempt 
to give in a set speech. 

I presume it is an accepted fact that the farmers throughout the 
Union, save perhaps in a very few highly favored sections, are in 
urgent need of cheaper money with which to grow and market their 
crops. That became a foregone conclusion m our section of the 
country, Mr. Chairman, long ago. 

It is equally true that the farming interests demand cheaper and 
more abundant money if progressive steps are to be inaugurated and 
maintained and this vast and important class of our population 
made contented and prosperous and happy. If these two propositions 
were not true, I take it, there would be no call for these conferences, 
nor would the Governments — State and National — and organizations 
such as the United States Building & Loan League be so active in 
search of remedies. 

I shall not occupy your time with a lengthy discussion of this 
interesting subject, but content myself with filing with your chairman 
a copy of my remarks recently made before a committee on farm 
loans of the Agricultural Department and supplementing the same 
with these remarks further commending our organization to your 
careful consideration. 

With the first proposition, that of supplying funds with which to 
make and market the crops from season to season, we have, in my 
judgment, no connection and should have none. That is a matter of 
temporary loans, and approaches too nearly commercial banking to 
be undertaken by our bodj^ were the opportunity actually given us. 

But as to the other and vastly more important proposition of sup- 
plying a channel for cheaper money to purchase farms, to relieve 
mortgages now running at perhaps exorbitant rates of interest; to 
make this great calling attractive to those now there; to keep the 
young men from a constant and ever-growing desire to get away 
from the farm; to create in the boys a greater desire to attend our 
agricultural colleges, knowing that they can acquire upon reasonable 
and attractive terms small tracts upon which to demonstrate the prac- 
ticability of their preparation for life — all of these, Mr. Chairman. 
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are precisely within our province. They are covered in toto by our 
aims and ambitions. The one and only element lacking is suMcient 
funds. 

We make that proposition plain to start with, and if you knew the 
conditions in our section as 1 know them, you would realize that the 
same is true. 

While these associations have assumed tremendous proportions 
throughout the Union, their efforts have yery largely been confined 
to the cities and towns, and there employed m furnishing funds for 
homes for the great mass of the middle and poorer classes, as well 
as furnishing the very best means for encouraging savings among 
those most needing such opportunities. 

These institutions, while not new to them, are now being estab- 
lished almost everywhere in the South. There are about 130 in my 
own State of North Carolina, and I hear of new ones being formed 
almost every month. There are five associations in my home town, 
Charlotte, and the one with which I am connected is 33 years old. 
It was organized in 1881, and has never lost a dollar, unless it has 
been in making change over the counter, as may happen in any bank, 
but it has never lost a dollar by. a loan. And we have never had a 
contingent fund, either, from the first day we were organized down to 
this good hour. Now, I know that may not be accepted as good 
banking, but we have associations in our State that have been run- 
ning for 25 or 30 years and never had a loss, and without any con- 
tingent fund. That^s the situation in both the Carolinas. 

Now, the annual receipts from the five associations in my State 
are about a million dollars. My association makes no distinction in 
making loans as between city nouses and farms, but we do not go 
farther from town than the township line, about 4 miles, and the 
only reason we do not cover the county is that we can not supply the 
demand at our very doors, so it is useless to extend the limits. We 
made a loan of $10,000 on a farm on the 1st day of the month — 
December — and inquiries concerning such loans are constantly being 
made, but totally inadequate funds is our one answer. And I want 
to say right here, Mr. Chairman and gentlemen of the committee, 
these same applicants for money have nowhere else to go, save where 
the rate of interest is too high to encourage or to justify them in 
buying and improving lands. This condition prevails throughout 
the South, and it is the one great reason that more progressive farm- 
ing, more up-to-date methoSis, more intensive cultivation, more di- 
versity of crops, more employment of labor-saving implements are 
not seen throughout this great agricultural region. There is no ques- 
tion whatever about these facts, as they exist in my section of the 
country. 

In reaching this class of our people, I most earnestly and seri- 
ously commend to your closest scrutiny, most far-reaching investiga- 
tion, as the best vehicle, as the most practical and simplest instru- 
ment, the local mutual building and loan associations of to-day. 
They are organized to-day throughout almost every State in the 
Union. They are thoroughly mutual and constantly endeavor to 
reduce rather than raise rates of interest. I want to say just here, 
replying to the question as to the degree of similarity existing in 
these associations, that I have been attending for a number of years 
the annual meeting of the United States Building and Loan League, 
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at Grand Rapids, Mich., at Atlantic City, Philadelphia, and else- 
where. I have been deeply interested in this work, and I find the 
same underlying principle in all of them; the essentials are prac- 
tically the same. I think the plan we have is better than the plan 
they have in the great State of Ohio, but Ohio doesn't think so ; but 
the essentials in all these associations for serving the great purposes 
for which they are maintained are the same. There will be localiza- 
tion and some differences, it doesn't matter what great principle you 
have, and I think there should be some matters of detail which will 
differentiate these things in the various sections of the country. In 
Ohio they have an abundance of money. I contend there is no prob- 
lem in Ohio; we in the South would be doing as they are doing if 
we had the funds, but we have not the funds to encourage certain 
progressive measures already in vogue in that great State. 

These associations are created for community benefit, are semi- 
philanthropic in character, and are operated at the lowest possible 
expense. Their directors and officers are generally men of the high- 
est integrity and chosen by those concerned, both the little and the 
big having equal voice in their selection. We have 22,000 shares in 
the association of which I am the. manager. Many of the colored 
people hold shares, men and women, some bootblacks ; the urchin on 
the street can come in and cast his vote for the election of the di- 
rectors. It is absolutely mutual. I am the only paid official of the 
association, the president and directors serving without any compen- 
sation. Our president and directors are merchants and bankers and 
business men in the various callings of life. 

Their loans are for long time, are repaid upon the amortization 
plan, privilege always being given to reduce or pay off the debt at 
will of the maker. So, you see, we have beaten New York in that 
respect; if you come in to us to-day and we make you a loan of a 
thousand dollars, you can pay it back in 15 minutes thereafter, if 
you want to, or the next day or the next week. 

Attorney's fees are fixed by the association, and these are usually 
much less than are ordinarily charged by the general conveyancer 
or lawyer. We have certain attorneys who handle all these matters 
for us, and they are able and expert conveyancers. If you get a 
loan and the proper attorney's fee is $5, he can not charge you $5.25. 
The fee for recording is 85 cents and the notary fee 50 cents, so it 
will cost you $6.35 to get a loan up to $1,200. If it is above that, we 
allow the lawyer to charge you $7.50 up to $2,000, but the fee for 
registering and the notary's fee is the same. If above $2,000, he 
gets $10, and if it is $10,000 he gets $10. So you will see from 
these facts that the fees are less than obtain with good lawyers in 
the general case. It is thp community's business, and it is done for 
the benefit of the community. It has made our town of 40,000 people 
the most prosperous town between Washington and Atlanta, at- 
tributable very largely to the thorough mutuality of these organiza- 
tions. Our associations have come to be regarded as the pattern after 
which similar associations are formed throughout the South. I have 
an invitation now to go to Lynchburg, Va., to advise with them in the 
organization of the same kind of association; also from a point in 
Florida. This league, of which I am president, has been doing a 
great philanthropic work. It was organized in the city of Wil- 
mington 10 years ago by myself and others, cooperating with Mr. 
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Wittkowsky, who had canvassed the State at different periods or- 
ganizing these associations. We have done that for love of the State 
and not for pay — not even our railroad fare — and it is being done 
in many places in the South for the benefit of the community. None 
of the men interested in the organization of such associations as ours 
are in them for the purpose of making any money beyond the amount 
of interest they get on the stock they carry ; they are just that mutual. 

The securities are first mortgages on real estate, coupled with the 
^shares of stock, well known to the appraisal committees, if not to the 
entire board of directors, and usually upon about a two-thirds basis 
of value. 

No loans are made save to shareholders, and thus a regular and 
steady liquidation process is always under way. Herein lies an ele- 
ment which should be a sine qua non, no matter what other factors 
enter into the plan finally formulated. If you don't provide a plan by 
which this debt can be reduced it is my judgment, based upon my 
observation of these affairs, that after a lapse of 10 or 20 years in 
four cases out of five the debt will be the same. You have to provide 
for a small amount of liquidation. That is the way we have built up 
our town. We have the greatest home-owning town in the South. 
We have made these people loans on attractive terms, and they have 
liquidated their indebtedness without any great trouble, and to-day 
we are second only to Philadelphia in the matter of real home owners. 
The people have almost been driven into self-help ; it is not human 
nature to accumulate a big surplus. The average man won't put 
his money in the bank, but if I take 10 shares of building and loan 
stock I will keep up the payments on it. I will be penalized if I 
don't. But it's different when a man determines to put his money in 
a savings bank; he may keep on making regular deposits and he 
may not; how many of you do it? No; you have to provide some 
shadow of compulsion in the matter of liquidation in order to make 
these associations the wonderful benefit they have been to many 
communities. 

The great idea of self-help is most practically carried out in this 
plan, and this is of inestimable value to everyone concerned. The 
small but regular payment plan suited to the needs of the particular 
class, which is easy of adaptation, makes it as safe as it is practical 
and stimulating and inviting. 

Their record as to stability, safety, and successful operation under 

Eresent-day State regulation is known and recognized as of a very 
igh order. Being organized as land-mortgage institutions, thougn 
heretofore largely confined to cities and towns, it seems to me they 
furnish the very ideal for the purpose you have in mind. 

There are but two things needed to make these associations the 
greatest agencies the world has ever known for relieving the farming 
classes and all other classes burdened with scarcity of money and 
high charges for what they do get, and they are these: First, en- 
abling them to command sufficient money to meet the natural and 
healthy demands of the hour at reasonable rate of interest, not ex- 
ceeding 6 per cent to the individual borrower, and upon long time. 
The second is to place them under the necessary supervision and 
inspection of the Federal Government in a simple and direct and 
economic way. This, of course, would be essential if the required 
assistance is to come from that source. 
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Now, I assumed, gentlemen, that this body was more or less familiar 
with the fundamentals of this plan. I am glad that Mr. Haymaker 
and Mr. Howell have gone into the details of the plan as they have; 
I have eliminated most of that from my remarks, because I assumed 
a more or less general knowledge of the benevolent nature of this 
work on the part of this committee. But it does seem to me to go 
out and organize the banks in question or other societies, to be man- 
aged by capable men in the different localities throughout the coun- 
try, men who are familiar with their local conditions, familiar with 
values so essential to success and safety, that you could scarcely 
hope to organize one so well adapted to the needs of to-day as the one 
in mind. There are not many men of large means to-day who are 
going about seeking how they may invest their funds at a low rate 
of interest, and we need some legislative action that will put money 
into the hands of those who need it, and at a reasonable rate of 
interest. 

Now, I don't want to take up any more of your time, gentlemen ; 
you will have to pardon me tor getting so enthusiastic about this 
question, but I can see no reason why we can not have such legislation 
as would enable us to supply the demand for money there is in the 
South ; we should have some uniform legislation by which this great 
need could be met, and if we are unable to get the needed relief from 
the National Government we will attempt to get it from the State 
governments; if we can not do that, then I am going to seek some 
other means of floating our own mortgages. At this good hour, Mr. 
Chairman, there are $850,000 worth of first mortgages in our safe, 
and we have never hypothecated a dollar of them since we have been 
in business. Under all these conditions we pay 6 per cent for every 
dollar we get, and then we loan it out at 6 per cent. We are that 
benevolent, and when you take that element from these associations 
you will take their very life. 

In the matter of taxes on building and loan associations, Ohio has 
about the worst laws of any State in the whole category; Massachu- 
setts and Wisconsin do not tax them ; and Michigan, I think, does not, 
but some States do. The taxes in my State are borne by the associa- 
tions that pay a net profit on every share of stock. We pay about 
6 per cent on nontaxable certificates, which is a pretty attractive prop- 
osition, yet we can not get any vast amount of money for invest- 
ment. Money is not cheap in our section; ordinarily you have to 
pay about 8 per cent, and the farmer is not able to get money on long 
loans even at that. How in the world is he going to make improve- 
ments with money at 8, 10, and 12 per cent? It is not practicable, 
and it is not going to be done. We have never lost a dollar on any 
of our first mortgages, yet there is no market where we can go and get 
money at even 5f per cent. That is the condition which this Govern- 
ment should relieve. We have only to look to the Federal Govern- 
ment for the monied interests are not going to do it. 

Mr. Hayes. I would like to ask one or two questions. First, you 
would not advocate the direct loaning of money to farmers, would 
you? 

Mr. Keesler. Not directly ; no, sir, 

Mr. Hayes. Nor indirectly ? 

Mr. Keesler. I think there should be some method of marketing 

our securities. 
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Mr. Hayes. Yes; that's all right. You said you loan money at 6 
per cent and you pay 5 per cent to these depositors? 

Mr. Keesler. No, sir; we pay about 6^. I know this is rather a 
unique proposition, but we loan money strictly at 6 per cent; our 
borrowers and our investors share alike ; four times a year we mature 
a series and pay out what they have paid in that series, with simple 
interest, which amounts to about 6J per cent. I know that sounds a 
little funny, but we don't give the book value on withdrawals; but 
we are keeping our part of the contract and we give him about 4 per 
cent, while we are loaning, of course, at 6. To get all the earnings one 
must stick to the end, about 6^ years. The withdrawer is one who 
takes out his money before maturity; that is, prior to reaching the 
par value of $100 per share. 

The Chairman. What is the rule if a depositor withdraws in a 
year? 

Mr. Keesler. If he withdraws during the first two years he gets 
just what he has paid in. After the second year he gets about 4 per 
cent on the sums paid in from the beginning, but at 6^ years he gets 
about 6J per cent for every day his money has been with us. 

The Chairman. What is your regular term? 

Mr. Keesler. Series are opened every 3 months, and it requires 
about 6i^ years to mature each one. 

The Chairman. So a depositor could withdraw at the end of 6^ 
years and get his 6J per cent without any sacrifice ? 

Mr. Keesler. Yes, sir. We sell shares which have a par value of 
$100; some are $20n0, of course. Now, par is reached when the 
monthly or weekly payments, plus the profits, reach $100 or $200, as 
the case may be. 

Mr. Seldomridge. He does not suffer any reduction when he draws 
it out? 

Mr. Keesler. When he withdraws matured stock he gets the en- 
tire earnings, less its pro rata part of the expense account, which 
doesn't exceed 1 per cent. We, however, give but about 4 to 4^ per 
cent to those who withdraw or leave prior to the maturity of their 
shares, and this induces and encourages them to hold on, and hence 
to save their money. That may be objected to by some people^ but it 
is a matter of detail and not an essential of the main proposition. 
Some people think that we ought to give early withdrawers more 
than 4 per cent. This is just one detail of many which can be altered 
to suit any uniform rule required or agreed upon. 

The Chairman. They think you ought to pay 6 per cent? 

Mr. Keesler. Yes ; and then a man will be paying a dollar a month 
for about 6^ years until his stock matures, or, if he pays 25 cents a 
week, it will amount to $1.25 a month for 4 months in the year and 
$1 a month for the remaining 8 months. 

Mr. Platt. You require a larger payment than $1 per month? 

Mr. EIeesler. Yes, sir; we get 25 cents per week. One has 12 
monthly payments and we get 13, for the reason that we require pay- 
ment every week, 25 cents per share. One gets $12 per share per 
annum while we get $13, but we mature considerably earlier. 

Mr. Hayes. You are paid every month or every week? 

Mr. Keesler. Every week or its equivalent. 

Mr. Platt. Your stock matures about twice as fast as our stock 
matures in the State of New York. 
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Mr. Keesler. Well, we have a compounding process in earning. 
Your $200 shares, of course, take about 11 or 12 years to mature. We, 
however, earn more interest for our shareholders who stick for 6J 
years. Every shareholder who goes to maturity, whether he is the 
original purchaser or not, gets about 6J per cent, nontaxable. After 
6^ years, or 332 to 333 weeks, his payments will yield him, and he 
will receive without exception, that rate of interest. 

Mr. Hayes. Since you have stated that you have not sufficient 
funds with which to supply the demands of the agricultural com- 
munities, what possible good would be accomplished if we extended 
assistance to them to make it easier for them to organize? How can 
you expect us to do it? 

Mr. Keesl£r. We will do the organizing. Just enable us to get 
cheaper money, and you solve the problem. 

Mr. Hayes. How are we going to enable you to do it? Have you 
any suggestion to make as to how we can improve on your organiza- 
tion plan? 

Mr. Keesler. You can not improve on it. We can take our first- 
class securities and borrow money on them at a low rate of interest if 
the Government will do something to give such securities their deserv- 
ing standing with the money powers. That we haven't, yet our se- 
curities are of the best. 

Mr. Platt. What vou want to do is to establish a Federal reserve 
bank? 

Mr. Keesler. I do not say that. I advanced the proposition in 
that paper I filed h%re that we should issue debenture bonds and then 
have them handled through a State organization. That perhaps 
would not require national legislation. Some people object to that. 
I do not know whether Mr. Hayes objects to it or not, but I know it 
is objected to by a great many people. I think some New York 
financiers reconmiend it very highly. 

Mr. Howell. I want to say right here a word in reference to these 
associations that have been discussed. These associations are united 
societies. For instance, in the State of Montana there are 16 as- 
sociations, while in Ohio there are 649, and in Pennsylvania there 
are 1,629. A multiplication of the number of associations will 
multiply the funds that they will accumulate. 

Mr. Hayes. Well, if the money is not there, I do not see how it 
could accumulate. 

Mr. Howell. If the associations multiplied in the same territory 
that would be true, but if they multiplied in new territory, naturally 
the funds would multiply likewise. 

Mr. SELDOMRrooE. Has there been any decrease in the amount of 
money deposited with building and loan associations since the advent 
of the era of high cost of living? 

Mr. Keesler. Why, this has grown in years 

Mr. Howell (interposing). Will you allow me to finish the state- 
ment I was making? 

Mr. Keesler. Certainly. 

Mr. Howell. In 1893 the total resources of these associations was 
$475,000,000. In 1903, 10 years later, they amounted to $577,000,000. 
In 1913, another period of 10 years, they have amounted to 
$1,130,000,000, an increase at the rate of 10 per cent per annum, and 
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if that rate of increase should continue for the next 50 years, five 
more periods of 10 years, these associations would, without assistance 
of any kind, control the entire land-mortgage business of the United 
States, if they continued at the rate of increase which hias taken place 
during the past 10 years. 

Mr. SELDOMRrocE. Yes ; but they are not, as I understand it, meet- 
ing the needs and supplying the demands of the agricultural sections. 

Mr. Keesler. Far from it. 

Mr. Howell. I would not say that. 

Mr. Seldomridge. I take it that your activities have not been di- 
rected in agricultural channels to such an extent as in the case where 
men belong to the industrial classes and receive a regular stated 
income from a regular source, thereby enabling them to keep up their 
payments regularly. In other words, you have not such a develop- 
ment of agriculture in the country as you have of industry in the 
cities. 

Mr. Howell. That is because the farmers themselves have not 
taken very readily to it. 

Mr. Keesler. No; you have not taken it to them. 

Mr. Howell. There is no reason why one cooperative association 
should spend its money to develop another cooperative association 
in the next county or the next State. 

Mr. Seldomridge. The trouble has been that the farmer has not 
been cooperative enough. The farmers have been doing their work 
independent of one another, and they have not had the directing 
force and the controlling influence of organization. 

Mr. Keesler. They have got to be educated. 

Mr. Howell. They need organization ; that is true, and that is the 
answer to the question. 

Mr. Seldomridge. I think they need a little more organization. 

Mr. Keesler. They have got to be held together. Gentlemen, we 
have as good securities as the Bank of England. They have never 
been turned down at the rate of interest obtaining in the community, 
but the trouble is that they charge too much and the loans are for 
short periods. 

Mr. Seldomridge. Tell us about the insurance company. 

Mr. E[eesler. Yes, sir. Some time ago a New York insurance 
company — well, let us call it by its right name, the Equitable In- 
surance Co. — went to two of our associations, and they wanted us 
to take one or two hundred thousand dollars at 5 per cent. That 
looked good to us. We wanted that money very much. But they 
required the furnishing of a certain large amount of insurance with 
every dollar they loaned us, and therefore we declined to touch it. 
Why ? Because they would make these farmers — these small people 
in town who were trying to build homes and who were already carry- 
ing insurance, as most of them do, largely fraternal, and that is not 
bad insurance in any sense, they would make these farmers — already 
carrying all the insurance they could stand, take on more insurance 
or cancel what they had and take theirs. We could not get a dollar 
of this money unless we guaranteed to turn over to them a certain 
amount of life insurance, which we would not do. And to-day, I 
understand, they are loaning money at 6 per cent in some sections 
and exacting those terms from the borrowers. The conditions were 
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impossible from any standpoint, and we thought unfair to our class 
of Dorrowers. 

Mr. Seldomridgb. What has been your experience with the colored 
people as to taking loans ? 

Mr. Keesler. Why, you would be surprised at the number that 
are on my books — ^men, women, and children — some of them the very 
commonest laborers. 

Mr. Seijx)mridge. Are they farmers? 

Mr. Keesler. We have made a number of loans to farmers. There 
is absolutely no distinction, exclusion, or preference shown by us to 
anyone. Hundreds of our negroes own their own homes tnrough 
these associations. Many of them never would have done so if they 
had not been almost forced to it by advisers and friends among the 
white people. 

Mr. Seldomridge. Do you find that to be general among the 
people? 

Mr. Keesler. Yes, sir. They have a lofty ambition, if I do say it ; 
that has been clearly demonstrated in my State, in my county, and in 
my association, xou would be astonished how the percentage of 
these people compares with people in other walks of life as to prompt- 
ness in making their payments. 

Mr. Seldomridge. What is the chief agricultural product there? 

Mr. Keesler. Cotton. 

Mr. Seldomridge. What about the acreage of these farms? 

Mr. Keesler. The trouble is that we have not enough small farms. 
My idea is to have a division of these farms. 

Mr. Seldomridge. You think the extension of agricultural credit 
would split up these farms ? 

Mr. Keesler. Yes, sir. 

Mr. Seldomridge. And would encourage individual investments ? 

Mr. Keesler. Yes, sir. 

Mr. Seldomridge. And the tendency, owing to the lack of funds, 
has been to drive the farmers into the cities and into factories ? 

Mr. Keesler. Yes, sir; and into stores as clerks, which is a mighty 
poor calling. Now, we have a good farm country, gentlemen, and yet 
there are a great many hardships in the life of the farmer. Even the 
boys who go to the agricultural colleges will come back and go to 
clerking. They have not sufficient encouragement to make them feel 
they can make a success of farming. 

Mr. SELDOMRrooE. It is a matter of financial comfort.. 

Mr. Keesler. Yes, sir ; I will admit that. 

Mr. Seldomridge. Do you have good roads down there ? 

Mr. Keesler. Fine in the city ; pretty good in the country ; prob- 
ablv as fifood as anv in the South. 

Mr. Seldomridge. Are the crops reasonably certain ? 

Mr. Kjiesler. Yes, sir; as much so as in any other section. Our 
farmers are not in a destitute condition, but acres and acres of land 
are taken up in cotton and not properly and thoroughly cultivated, 
and which, in some cases, can be used to better advantage. This 
should not be so. We believe that we ourselves can demonstrate and 
carry out what ought to be done if we are given simply what is called 
the sine qua non — ^that is, cheaper money — and we are entitled to 
it if the farmers of our country are ever going to accomplish 
anything. 
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Mr. Sbldomridge. Suppose the Government established a rural 
bank in each State to tate care of these farm mortgages. Would 
that take care of the situation ? 

Mr. KjiESLER. Yes ; if it means cheaper money, granting they have 
the judgment and discretion necessary to dispose of the problems 
they have to contend with. But our associations are better adapted 
to the work, in my judgment, than any bank or other society you are 
likely to be able to organize. 

Mr. SoLDOMsmoE. What liability would attach to these mortgages 
in the matter of debenture bonds? Would your association stand 
back of these mortgages? 

Mr. EjBESiiER. That is exactly the debenture idea, which I do not 
think is impracticable. 

Mr. Seldommdge. What liability would you have with them? 

Mr. KjiESLER. A joint liability. The whole bonds of all the asso- 
ciations within a given territory, say a State, would be put up for 
every dollar loaned. We would have the supervision ourselves, and 
each association, being first responsible for its own obligations, would 
naturally exercise care in its loans and in its management. 

Mr. SELDOMRmGE. Would there be any liability of shareholders? 

Mr. Ejbesler. Yes, sir. 

Mr. SELDOMRmGB. They would take the chance of suffering from 
a loss of dividends? 

Mr. Keesler. Yes, sir. They would take longer to mature their 
shares, of course, in case of a loss. They would have to keep an eye 
upon their securities or suffer, and the management being on the 
spot and personally familiar with values you thus minimize danger 
and increase the safety. 

The Chairman. What rates do merchants and manufacturers pay 
in that section? 

Mr. Keesler. All of them can get money at 6 per cent. There 
is no money cheaper than 6 per cent in my country. 

The Chairman. So that they do not get any better terms than your 
borrowers ? 

Mr. Ejbesi^er. No, sir ; that is true. There is not a banker or finan- 
cier in my town who cares to make long-time loans. If a man wants 
to loan $100 on short time, we do nat take it, because we are a long- 
time concern. We send such to a bank, where he can get 4 per cent 
on certificate of deposit. 

Mr. Seldomridgb. The statement was made here a few days ago 
by some gentlemen from the Agriculture Department that in some 
sections of the country there was a condition growing out of long- 
time credits by storekeepers where men mortgage their crops and 
turn over their property to the storekeeper at a very high rate of 
interest, practically tying themselves up with him to secure their 
provisions and everything of that kind. Does that condition now 
exist iny our section ? 

Mr. I&esler. No, sir ; not as much as it once did. That condition 
has been very much eliminated. Still, it exists to some extent yet, 
though it can not compare with what it was some years ago. The 
farmers are better financially than they were then; they are read- 
ing more and are more progressive. 

39731—14 ^10 
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Mr, Seldombidoe. In other words, they do not mortgage their 
crops in advance? 

Mr. Keesleb. No, sir; not now, but it used to be a common thing. 

Mr. Platt. I understand that it used to be the usual thing in 
North Carolina. 

Mr. Keesleb. Yes, sir. 

Mr. Hayes. As conditions are now in your section, the farmers do 
not do their own work ? 

Mr. Keesler. Yes; they do. 

Mr. Hates. Is not this true : That the farmers generally hire the 
negroes to do their work? 

Mr. Keesl£R. Well, they have to do that because it is sparsely 
settled. They are not an idle class, from my experience. 

Mr. Hayes. I have not been down there much myself, but that has 
been my experience. 

Mr. Keesleb. Well, you probably struck a certain section ; but. as 
a rule, they have to do it themselves. Labor is a pretty hard problem 
down there. Of course, they employ the colored people. They are 
the best laborers they can get ; I will say that for tnem. 

Mr. Hayes. The point is, whether the owner of the farm does any 
work himself. 

Mr. Keesleb. Of course, the owners of the large farms have all 
they can do. 

Mr. Hayes. But in the South there are very few small farms. 

Mr. Keesleb. Oh, no ; there are lots of them. There are a number 
of lO-acre and 15-acre farms, but 150 to 200 acres, of course, are 
common. Some are much larger. 

Mr. Platt. If the demand for credit is from large and small 
farmers, the demand from the West must be from the large farmers ? 

Mr. Keesleb. The demand in my country is from botn the large 
and the small farmer. If a man wants to improve his house, build a 
barn, or buy his cultivators, he can not do that and pay 8 per cent 
for the money and at the same time prosper. 

Mr. Hayes. They can not do that if they hire their labor. 

Mr. Keesler. Well, they are pretty industrious, but they are stimu- 
lated by the prospect of success ahead of them. We have to believe 
that we can reach the goal before we can make the proper effort to 
accomplish anything, and when you destroy the possibility of getting 
there, they make no effort. To make them go lorward you have to 
give them the proper assistance ; not a donation, but real help. 

Mr. Hayes. Now, in my district we have had very large farms, and 
the effort of every community is to subdivide those large holdings 
and make small farms, so that the farmers can work their holdings 
themselves. We have no difficulty at all in California in doing that. 
No loans are made on outside capital in our State. 

Mr. Seldomridge. You have even had to pass legislation to keep 
others from getting there ? 

Mr. Hayes. Yes; we have done such things, and we have no 
apology to make for them, either. 

Mr. Keesleb. I want to remark that my country is a place where 
money is high and scarce. 

Mr. Hayes. Mr. Keesler, in the Manufacturer's Record of Decem- 
ber 4, a document that you are probably all familiar with, published 
in Baltimore, on the first page there is an editorial treating of the 
financial condition of farmers in the Southern States at the present 



BUBAL CBEDITS. 146 

time. The statement is made there that the agricultural products in 
the Southern States will aggregate about $3,000,000,000. They say 
that that has brought to the agricultural regions of the South the 
greatest prosperity it has ever known, and they make an appeal to 
the farmers to use a reasonable portion of that money to improve 
their conditions, and then they appeal to the bankers of the South 
to say that the surplus shall be deposited in savings banks and life 
insurance policies, and then it limps lamely along to the illogical 
conclusion that that will benefit agricultural interests in the South. 
What have you to say to that? 

Mr. Keesleb. The Manufacturer's Record is neither owned, engi- 
neered, nor conducted by the farmers or the working people of the 
country. I do not know who owns it, but they do not know the con- 
ditions sufficiently to speak of them with authority if we are to 
judge it by the expressions just quoted. It is ably edited. I know 
the editor. But if those conditions exist in the South why are you 
discussing ways and means for meeting conditions caused by scarce 
and high money? If those conditions exist, there is no problem at 
all. The truth is the statements do not fit the masses of the farmers 
or needy classes. 

Mr. Hayes. You have farmers' educational unions in your State? 

Mr. Keesleb. Yes, sir; they are pretty strong. 

Mr. Hayes. Well, why do they not get to work on something? 

Mr. Kjiesler. Well, they are trying to get cheaper money, and 
that is what they want you people to help them get. Some say to us : 
" Here, go out into the country and organize a building and loan 
association." That is what we want to do, but we want it to be worth 
while. You go out into a township which is sparsely settled, and 
suppose they all take building and loan shares, how long would it 
take them to get enough money to make a single loan ? 

Mi;. Hayes. It would not take my farmers very long. 

Mr. Keesleb. Well, j^ou have unique farmers in California. 

Mr. Hayes. I will agree with you on that. 

Mr. Keesleb. They have to be helped on their feet. There are not 
sufficient people in our rural districts to cope with the situation as 
in our towns. My idea would be to modify our plan, to make the 
farmers' payments twice a year, or maybe once a year, to meet the 
maturity of the crops. It can be made to suit the cotton or any other 
kind of crop in 16 minutes. We could almost change our by-laws 
to meet different conditions at this hour. I am 12 months behind on 
applications now ; they are just piling up all the time. We are all 
about a year behind in meeting the business demands we have from 
people who want to build homes. We are unable to promptly meet 
those demands at this hour, and these people are in need of assistance. 
We want legislation that will be practical and to the point. 

Now, gentlemen, I am here at my own expense trying to secure 
something in the way of legislation which will benefit the people of 
the South. 

Mr. Hayes. But you have not given us any suggestions as to how. 
to secure better conditions in your country ? 

Mr. Keesleb. No; that is right, but I will leave something for 
you to do. We have good securities — good first mortgages on 
land not exceeding two-thirds of their value; they are never ques- 
tioned by any bank in my country. Now, how can we market them? 
We have suggested the debenture bond. That is just a suggestion 
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out of the wilds, but we hope that something will be devised to better 
the conditions against which we have to contend and aid the farmer 
to put himself on his feet. 

Mr. Hayes. We are going to try it. 

Mr. Keesler. I know that it is a big proposition, but with the 
securities which we have I think it can be evolved. We want no 
paternalism in our country. "Money at fair interest" is the cry 
of our farmers, and they are entitled to that. 

Mr. HowEiJL. I would like to put in the record the law of the 
State of Louisiana on this subject, and also to file with the committee 
a letter which was written by our committee to the United States 
commission if you will be kind enough to put them in the record 
without having them read. I will leave them with the committee. 

I would like to say that these associations are organized to promote 
self-help. They are practically managed for the benefit of the debtor 
class. Evidence of this is furnished by the continuous decline in the 
rate of interest in the communities in which they operate. If such 
institutions were controlled by financial interests, the purpose of the 
organization would tend to keep up the interest rate. We are not 
opposed to financial institutions. We wish to work in harmony with 
tnem, we to represent the debtors and they the creditors. The rate 
of interest, whether it goes up or down, depends upon the organiza- 
tion of the borrower; the lender is already organized. To perfect 
these institutions we should be more unfiorm and be clothea with 
power to secure money from the individual in one community for 
the purpose of loaning it in the zone of the community association. 
The channel, however, by which cheap money can be made to flow 
from the overflowing centers of supply to the point of demand for 
loans has not yet been devised. In some communities we are well 
and fully organized to do all the land-loaning business. In sections 
where there is lack of associations they can best be had by building 
upon the present great basis, the outcome of 75 years of development. 
To secure a uniform model association a Federal law is necessary. 
The basis of this law should be the present successful community 
organization controlled by the debtors. The lack of sufficient funds 
in any community to supply the demand can be met by Federal recog- 
nition and supervision, coupled with power to the local associations 
to bring funds from sections in which they are plentiful, such money 
to be latent and have no power of control in the management. 

The essentials of a mutual cooperation association are : 

(1^ Community organization of debtors in the borrowing zone. 

(2^ Individual voting power, but not based wholly on money 
holding. 

^8^ Unlimited means of bringing savings to its treasury. 
4:) Limited expenses. 

6) Mutual distribution of earnings. 
'6) Strict State supervision. 

7) Land-mortgage investments limited to territorial zone. 

8) Amortization, with full power of repayment after one year, 

9) Contingent fund. 
10^ Prohibition of land speculation. 
11) Tax emption. 
Thereupon the committee adjourned to Saturday, December 13, 

1918.) 



Saturday^ December 13^ 1913. 

The subcommittee this day met, Hon. Eobert J. BulMey (chair- 
man) presiding. 

Mr. BuLKLEY. We have with us this morning Mr. Moss, who is 
a member of the United States commission to investigate European 
rural-credit systems, and we are ready to hear from him. 

STATEMENT OF HON. S. W. MOSS, A MEMBES OF CONGSESS FBOM 

THE STATE OF INDIANA. 

Mr. Moss. Mr. Chairman and gentlemen of the committee, as a 
preliminary statement I wish to say that I appreciate the courtesy 
and the privilege of appearing before your committee. I wish it 
understood that I am not speaking for the T'^nited States commis- 
sion, but am appearing on mj^ own responsibility. While the United 
States commission has practically agreed upon a unanimous report, 
which will be available for the use of the committee within a very 
short time, yet it is possible . that a report made by a number of 
persons may differ in some particulars from that which any indi- 
vidual may favor. Therefore, in this instance, I am speaking for 
myself. 

In order that we may understand each other, I Wish to state what 
I understand agricultural credit to mean. I understand agricultural 
credit to mean loans that are made to promote productive enter- 
prises in agriculture, to acquire ownership of land, or to make im- 
provements upon the land, so as to bring agricultural conditions and 
operations to a high degree of efficiency. I do not understand that 
it means loans made against farm products after they have been 
matured and harvested. I will speak now on the question of finan!5- 
ing the productive operations of the farm. I will assume that the 
committee is as well acquainted as I am with the general scope of 
this subject and the necessity for legislation, and so I will speak only 
of the fundamentals. 

The first question is, Is le^slation along this line practical under 
present conditions in the United States ? My own opinion is that it 
is, and I am basing that upon the fact that, while agricultural credit 
as I am using the term originated in Germany under the reign of 
Frederick the Great, it is now established in all the countries of the 
Continent of Europe. Agricultural conditions in the different Euro- 
pean countries vary as widely, as do similar conditions in our coun- 
try. I know that we have a continental country, comprising 48 
different States; yet the difference in the conditions of Government 
and the local conditions controlling farm operations are not any 
greater in the different States than thev are in the various conti- 
nental countries of Europe. Therefore ii these principles can be put 
into successful operation under the widely varying conditions in 
Europe I assume that they can be put into successiul operation under 
as widely varying conditions in America. 

147 
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The next question which comes up is, Shall we have a bank organ- 
ized after ai;i American model or an European model? I am one of 
those who believe that originality in this matter should not be the 
controlling factor. Wherever legislation has been well worked out, 
whether it be in Germany or some other community, I think it is the 
act of wisdom to accept their general models, provided our conditions 
are similar. I do not have any pride of authorship in this matter, 
but with this view, which I believe to be liberal, I am firmly con- 
vinced that we should have an American model and not an European 
model. In other words, so far as the United States is concerned, the 
most we can get from the European countries are the general princi- 

Sles, but the working model must be fashioned under American con- 
itions and from American experience and not from European ex- 
perience. I am basing that opinion largely upon the fact that in 
Europe when you go from one country to another, while the general 
class of business is the same, the models of the banking institutions 
change. Perhaps the most practical illustration of that is in Austria- 
Hungary, which, as everyone knows, is one Empire, and yet, while 
both have mortgage banks and personal-credit institutions, there is 
but little similarity in the general organization of the institutions. 
Those in Germany differ from those in both Austria and Hungary. 
Those in France and in Eussia are quite different from any of the 
other European countries. So I will assume, then, that if nationality 
on the continent modifies rural banking, so that the institutions of 
one country are not well adapted to meet the requirements of another 
country, that in the United States, where we have a distinct nation- 
ality and conditions of our own, we must fashion an American model. 
I want to reenforce this thought by mention of the fact that 
France enacted a statute without ever a personal credit institution 
being successfully organized under it for 16 years. The nation then 
established a distinctively French model with which they have had 
great success. So it seems to be up to the American legislators to 
organize an American model, both for short-term and for long-term 
agricultural credit banks. In this connection I want to speak a 
word in regard to the building and loan associations. I have not a 
word of criticism, and everything I shall say will be in commenda- 
tion of the building and loan associations. They are American insti- 
tutions which have done a wonderful volume of business under purely 
American models. I wish them the very greatest success. Indiana 
has the most progressive legislation on building and loan associations 
of any State in the Union. But I want to point out some reasons 
why I feel that the building and loan associations can not develop 
and become land-mortgage banks, so as to meet the full business needs 
of American agriculture. Building and loan associations of necessity 
must be limited to those sections of the country where they can secure 
ample deposits and where they can loan these deposits. In any sec- 
tion of our country where money will be deposited in sufficient 
quantity at a low enough rate so that they can reloan it to farmers 
upon fair terms, I can see no reason why building and loan associa- 
tions should not be successful. 

I am satisfied, however, that there are very large areas in the 
United States where those conditions do not obtain, and the funda- 
mental and vital question about land-mortgage credits is to devise 
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some system whereby you can secure loanable funds in undeveloped 
or partly developed sections of the United States where there are no 
large accumulations of money. In this connection I may call your 
attention to the fact, because I intended to speak of it later, that as 
far as my study has extended, an institution that has the power to 
loan both upon urban and rural real estate makes the great majority 
of its loans on urban real estate. That is true in Europe as well as 
America. So marked is this tendency that banking institutions which 
were chartered particularly to loan on rural lands have steadily in- 
creased the percentage of their loans on urban lands. If the commit- 
.tee desire statistics on this point, I shall be glad to extend this state- 
ment^ ' Thert are two separate classes of mortgage institutions — one 
which is compelled to loan on farm property, the other haying the 
privilege of loaning upon urban and rural. In the latter class the 
great majority of loans are" on urban property. There are reasons for 
this result : The values are more easily ascertainable in the city than 
in the country; perhaps the value of the property is less liable to 
depreciation in city than country. So it is with the building and loan 
associations. I am satisfied you will find upon investigation that the 
great bulk of their loans are made upon urban rather than upon rural 
property. Thus, wherever the two classes come into competition you 
will find that the urban property always has the advantage. Under 
our conditions, therefore, I do not believe that the building and loan 
associations can be developed to occupy the whole field or mortgage 
credit. I welcome them in the utmost degree to which they can be 
developed. 

In Indiana we have gone so far as to give this new type of building 
and loan association permission to do a full banking business for their 
membership. The State has authorized its officials to appraise real 
estate and to accept their securities ; the State auditor is authorized 
to stamp on the back of the bonds " Secured by first mortgages on 
real estate that has been appraised by the State of Indiana and which 
mortgages are held in trust by the State of Indiana.'" As a matter 
of fact, even under those conditions there is up to the present time but 
one organization in the State under this new law, and that was organ- 
ized by the author of the law. The hew organization is not yet ready 
to transact business, and hence we have no data from this source to 
aid us. 

Mr. Weaver. Please put that law in the record. 

Mr. Moss. I have a copy of the law and will be glad to put it in the 
record if the committee so desires. This new association, which, I 
have no doubt, will be successful, is organized in Boone County, at 
Lebanon, which is one of the best counties in the State of Indiana or 
in the whole of the United States. There real estate is worth from 
$100 up per acre, highly developed, and highly improved. 

Mr. Platt. Is it just purely a farm-loan association? 

Mr. Moss. No. They have all the powers of the old building and 
loan associations, and they have additional power. While the build- 
ing associations in our State have always had the power to loan upon 
rural real estate, they were never given the advantage of having the 
State auditor appoint an official appraiser to appraise the land and 
report it back to the State auditor. Then the State auditor takes 
physical custody of the mortgages and stamps upon the bond that 
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that particular bond is secured by mortgages held by him as security 
for the payment, and whenever the mortgage is paid off they must 
either present that bond for redemption at the same time or else sub- 
stitute a new mortgage under the same conditions as the old one. 
The State, as long as the bond is unpaid, I think, holds physical pos- 
session of the mortgage, which is twice the value of the real estate. It 
^ves them the power of a loan and mortgage association the same as 
it is in Europe. 

Mr. Woods. Do these associations organized under the new law 
issue debentures? 

Mr. Moss. They have the power to issue bonds ; ves, sir. At pres- 
ent there is but one organized in the State, and it has not yet begun 
active operation. The capital stock is subscribed and paid up and 
will begm business January 1. 

Mr. PiiATT. When you say bonds, you mean bonds in small denomi- 
nations? 

Mr. Moss. Yes, sir. The association fixes the terms of its own 
bonds. It is not a bond issued against a particular mortgage, but a 
bond issued against collective mortgages. The association under the 
State law is practically a land-mortgage bank, having the power to 
loan on both urban and rural real estate. 

Mr. SfiLDOMRmGE. In other words, the association attempts to guar- 
antee every bond it issues? 

Mr. Moss. By the whole resources, the capital and surplus, of the 
association and also by the mortgage, which must be deposited with 
the State to be held as security. 

Mr. SELDOMRmoE. What do these bonds sell for? 

Mr. SEUX)MRn)GE. You do not know anything about the capital ? 

Mr. Moss. The capital under this association is proportionate to 
the size and the population of the city in which it is organized. My 
recollection is — ^and if it is incorrect, I will correct it — ^that it can not 
be under $26,000. In fact, I believe it is $50,000^f rom that up ; but 
it depends upon the size of the town in which it is organized. 

Mr. Seldomridge. Are they allowed to do business in other coun- 
ties? 

Mr. Moss. Anywhere in the State of Indiana. They have all the 
powers that any regular building and loan association has. 

The next question that comes up is a fundamental one : Shall the 
same institutions be given the power to do a combined land-mortgage 
credit and personal credit business ? You understand, of course, that 
when I speak of agricultural credit in the sense I have used it, I 
mean both short-time personal credit and long-time mortgage credit. 
The two forms of agricultural credit being absolutely necessary to 
the full development of agriculture, shall me same banking institu- 
tion be given the power to do both classes of banking, or shall one 
institution be limited to personal credit and the other to land-mort- 
gage credit? Upon that question I have very distinct and decided 
views, and I want to give the committee some of the reasons upon 
which I base those views. The form of organization under which 
each association works is so radically different that I do not believe 
you can combine them successfully. Personal credit, in the sense in 
which we speak of it, differs not only from mortgage credit but from 
ordinary commercial credit. This difference has been very happily 
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expressed by the President in saying that the fanner is the child 
of the seasons, and therefore he needs loans for a longer period than 
the merchant. I do not believe that is the most important distinc- 
tion. The basis of credit is entirely different. A merchant when 
he creates a debt by the purchase of merchandise secures a com- 
modity that has a tangible value ; he puts the products of labor upon 
the shelf and they represent actual value, because it has taken the 
expenditure of labor to produce them. If he succeeds in selling his 
stock, he has the resources to pay his note; if he fails to sell) then 
the merchandise on his shelves is security to the person who has 
loaned him the money. 

The farmer, on the other hand, produces something out of noth- 
ing. I want to emphasize this fact, that the farmer produces some- 
thing out of nothing. If his crop fails, he has nothing to show for 
his labor and expenditure. If a farmer buys fertilizer and puts it 
on the ground in the spring and fails to produce a crop, so far as the 
commercial proposition is concerned he has lost his fertilizer. If 
he invests in feed for his team and he produces no crop, he has ut- 
terly wasted his feed. So the farmer having to produce something 
out of nothing has absolutely no security to offer to his creditors 
except his chances of success. This is the fundamental distinction 
between personal credit extended to a farmer and personal credit 
extended to a merchant. 

It is true, now, that under the goodness of .God we have been prom- 
ised seed time and harvest, and everybody knows that if agriculture 
were to fail universally the human race would go out of existence 
and civilization would perish. 

Mr. Weaver. Is it not true that the farmer is successful more 
often than the merchant? 

Mr. Moss. Surely, because in the wisdom. of God civilization can 
not exist without the success of the farmer. The very fact that farm- 
ing is generally successful and is always successful if you combine a 
sufficient number of persons together in one association, personal 
credit in Europe is based upon a small association of persons simi- 
larly situated who are willing to insure mutually their individual risk 
of failure. These organizations may properly be called credit asso- 
ciations. These credit associations, oi necessity, must do more than 
supply credit; they buy standard farm supplies at cash wholesale 

Ences. I do not believe that credit associations in Europe could ever 
ave attained their present proportions if it had not been for the 
fact that while they combine their credit requirements at the same 
time they buy the standard supplies at wholesale prices. Thus they 
are not strictly banking institutions ; they exercise more than a bank- 
ing function. Therefore in the matter of personal credit in the form 
in which I am speaking about it there will be this double function. 
The credit associations also assume a greater liability than ordinary 
forms of business organizations. The assumption of large collective 
responsibility insures their solvency and relieves the necessity for 
stnct governmental supervision. On the other hand, land-mortgage 
banks, if they are established in this country, can only be successful 
under the most rigid governmental supervision. 

There is one other reason why they should not be combined. Per- 
sonal credit* for farmers is dependent upon a rediscounting provi- 



152 RUIUL CBEDITS. 

idon by the Government. In Germany this rediscounting is indirect, 
whereas in France it is direct. In the countries where credit asso- 
ciations can secure a long line of time deposits, of course, they de- 
Eend less upon rediscounting. Such conditions will prevail in the 
est-developed sections of the United States. In France these asso- 
ciations attract but limited local deposits, and have to depend largely 
on the rediscounting privilege. Doubtless many sections of the 
United States will present similar conditions. The fact that loans 
must be made longer for agricultural than for commiercial purposes 
makes it absolutely necessary for such banking associations to have 
some place that they can go to get redemption of the loans if their 
depositors demand the payment of their deposits. The farmer may 
renew his note, but the farmer who is a borrower must remain a 
borrower until he can mature and sell his crops. The association 
which made the loan must carry the same for the seasonal period 
unless it can rediscount it at some other institution. I assume that 
under the new currency bill we will have a proper rediscounting 
privilege. I am led to believe that no bank of issue in Europe will 
rediscount paper having a maturity longer than 90 days. The Bank 
of France will not discount a note for longer than 90 days. This 
note may be renewed three times. In the case of rural credit unions 
the note is renewed at the end of each 90 days, so it really runs for 
nine months. Assuming that the new currency bill will retain the 
rediscount section, I have come to the conclusion that there is at the 
present time no necessity for Federal legislation on the subject of 
personal credit. If the rediscounting privilege should fail, then 
there will be imperative necessity for Federal legislation upon this 
question. I do not believe that the Federal Government can afford 
to take supervision over thousands of small credit associations — 
which will be necessary — in order to carry personal credit to the 
farmers of our Nation; and, whatever new legislation is necessary, 
my judgment is that it should be State and not Federal legislation. 

It is probably true that personal credit associations as they exist 
under the New York law, the Wisconsin law, and the Texas law 
will occupy this field and make it possible to carry the rediscount 
service to the individual farmer. 

Then, the next question, assuming that it is necessary to have 
additional legislation as to the land-mortgage credit, the next funda- 
mental question is: Are you going to create a great central institu- 
tion or are you going to have independent competitive banks? Upon 
this question there can very well be honest difference of opinion. I 
do not believe that any man can speak the last word upon the sub- 
ject. Personally, I am opposed to the central bank and find much 
support for my position in European experience. It is true that in 
France and Russia the land-mortgage institutions are those of the 
state or the nation. France has, I believe, the most wonderful land- 
mortgage bank in the world. It is a central or national institution, 
but has been built up by legislative, monopoly, and Government 
subvention. It has given an absolute monopoly of the loan business 
for 20 years with a liberal grant of foundation capital by the nation. 
After that period it was given the aid of the state exclusively in 
certain ways; for instance, relating to the registration of mort- 
gages. These special favors give it, and have always given it, a 
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practical monopoly of the mortgage business in France. It is a 
monopoly created by law which would not be tolerated here. France 
is not larger than some of our States, and if you should undertake 
to have one bank to do the entire mortgage business of the United 
States, I think you will have made a fatal mistake. On the other 
hand, the questions of land titles, conveyancing, registration, forer 
closure, all of those questions that give security to the farm are State 
questions. These provisions of law may differ greatly in the various 
States. Therefore it seems to me that the State is the natural unit 
and that a bank ought not to have the privilege of making its loans 
over a greater territory than a given State. 

I believe in a limited Federal bank — ^that is, a bank chartered by 
the Federal Government — ^that shall have the privilege of loaning 
money on long time only within the eonfines or over the area of a 
single State. The State may charter as many similar State institu- 
tions as it cares to. There should be competition between State and 
Federal institutions in this business. I believe that ultimately, so far 
as land mortgages are concerned, this business will be done not by a 
gr£at number of institutions with small capital but by strong institu- 
tions having sufficient capital and well enough managed and con- 
trolled to make the business a success. Absolute security is not the 
only element that will determine the market value of bonds. A ready 
market so that any buyer may change his bond into cash at will will 
have to be created and maintained. This will require an institution 
that has sufficient capital and sufficient business organization so that 
when its bonds come on the market an agent of the bank will be al- 
ways ready to buy them back at a fixed price so as to fix their market 
value. There must be some provision not by law but by the voluntary 
initiative of the institution to buy back, otherwise there will be a wide 
variation in the price of the bonds. That is one lesson that we can 
very readily take from the European countries. 

Mr. Woods. What do you mean by liquidity in that sense? 

Mr. Moss. The salability of the bonds. For instance, a bank issues 
a bond to run for 35 years. The buyer may not want to hold the 
bond for 35 years. It is the ability to convert the bond into cash at 
the holder's option. 

Mr. Woods. You do not mean that it would liquidate itself ? 

Mr. Moss. No, sir. For instance, a man who buys a land-mort- 
gage bond probably would not want to hold it for 35 years. He 
wants it for a given period of time and then desires to sell the bond 
and get his money. The bank should be ready to purchase that 
bond and hold it until some other man wants to buy it. All of the 
leading mortgage banks of Europe have an agent on the market and 
repurcnase their bonds when offered. Thus the bonds are considered 
a fine investment, because they can be sold at any time, and are at 
the same time absolutely secured. 

Mr. Woods. Will you please give us the rates paid in the various 
countries? 

Mr. Moss. I will be glad to do so. There was another statement 
I wished to make before I did that, but I will proceed. The interest 
rates in Europe are rising, and therefore bonds that were issued at 
the then prevailing interest rat^es are now falling in the market. 
The real rate that is paid by a farmer is not entirely set by the rates 
of the bond. It is partly fixed by the market value of the bond. At 
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present in Europe they are issuing mortgage bonds at 4 per cent, 
and I think no land bonds are issued which bear a lower rate, except 
in France where the rate is 3^ per cent. France in some peculiar 
way seems to get a lower rate or interest than any other country of 
Europe. The average bond is being sold on 54^ years, bearing inter- 
est at the rate of 4 per cent. The amortization rate is fifty-hun- 
dredths of 1 per cent^ and the administration charge is thirty-five 
hundredths of 1 per cent, making the total charjje 4.85 per cent. 
There are 3 per cent bonds which were issued prior to the recent 
rise in interest rates, but they are selling practically on a 4 per cent 
basis. Wherever a bond has been issued at a lower rate than 4 per 
cent it is marketed at a price to make the income rate 4 per cent 
to the holder. 

Now, the next question is the form of the bank. We commonly 
have in the United States joint-stock banks, in which the stockholder 
has the double liability. The new law, when it is written, should, 
in my opinion, recognize this American experience and authorize a 
joint-stock bank. At the same time, however cooperative banks have 
been in existence in Europe in successful operation for a century and 
a half. By a cooperative bank I mean one in which the control of the 
bank vests in the stockholders rather than in the stock, and in which 
each shareholder has one vote and only one. In cooperative organ- 
izations 10 per cent of the capital stock is usually fixed as the maxi- 
mum holding which can be owned by one shareholder. The dividends 
are distributed in two ways. First, a certain amount is paid as 
dividends on the stock, and the surplus is distributed among those 
who do business with the institution. Thus the earnings of coopera- 
tive banks are not paid exclusively to shareholders. In my judgment 
both of these forms are feasible in this country. American experi- 
ence has been more general with the joint-stock bank, but it is now 
time to let the two principles go out in competition in this country. 
If the people prefer to do business under a joint-stock organization, 
let them have that privilege; but if they prefer a cooperative insti- 
tution, do not deny to them their preference. I feel the committee 
will make a serious mistake if you do not provide some form of co- 
operative organization by which those who may organize banks 
shall have the choice between joint-stock and cooperative institutions. 
You will thus leave it to the competition between these rival forms 
to decide which is better suited to carry on mortgage business under 
American conditions. 

The next question is. Whether this bank which is to be organized 
shall be a pure land-mortgage bank, or whether it shall have the right 
to do a general banking business in addition to its mortgage business? 
In Indiana under the new building and loan law the association is 
given the right to do a general banking business for its members, but 
prohibits the association from engaging in a general banking busi- 
ness. Personally, I believe that the new organization should be a pure 
land-mortgage bank, and that it should not have the right to do a 
general banking business, except in a very limited way. The func- 
tion of a land-mortgage bank is to make loans upon real estate, and 
its success lies in the value and salability of the bond that it issues to 
secure funds for that purpose. In doing a general banking business, 
accepting a long line of deposits, it is accumulating another line of 
risks which will do one of two things. It will either lessen the se- 
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curity of the bonds, or if you put the whole resources of the bank 
behind the bonds, you have robbed the depositor of ample protection. 
I think that the capital and surplus of a mortgage bank and the 
liability of its stockholders should stand for the protection of the 
bonds issued. This is a controlling reason. The bank ought not to 
solicit a long line of deposits. Yet a bank can not do a mortgage 
business witnout some incidental banking, and therefore it should 
have the privilege of accepting a limited line of deposits. If we 
accept this view, we must draw arbitrarily a line which will limit 
their deposits. I will suggest 50 per cent of the capital and surplus. 
Of course, this is an arbitrary suggestion. I am mentioning the fact 
that the power to accept should be limited; that a mortgage bank 
should not be given the power to solicit unlimited deposits and to do 
a general banking business. 

We have now to consider what powers shall be given to a land- 
mortgage bank. The two fundamental principles of long-time land- 
mortgage business is the right to loan money on real estate for a 
long time, repayable by amortization payments, and the right to 
sell collateral bonds secured by the mortgage. Therefore not only 
is the bank to be given these privileges, but it is to be compelled to 
make every long-time mortgage repayable by amortization payments, 
so that every loan will have been fully repaid at the time of maturity. 

I shall discuss another feature at this point — that of a Federal 
charter. One of the principal advantages to be gained by a Federal 
charter is the standardization of the mortgage-loan business as to 
rates of amortization. The bureau or whatever authority will have 
control over this system of banks should be authorized by law to 
make up standard tables of amortization showing at any given rates 
of interest and amortization the time that the periodic payment will 
retire the loan. This will standardize the rate of repayment and 
protect the borrowers all over the United States from extortion 
even from private lenders. If you write a law upon the statute 
books whereby you would have the Federal Government compose 
a standard table of amortization, this table would undoubtedly be 
accepted by all parties dealing in this class of business whether they 
work under State or Federal charter. This result is greatly to be 
desired, and it would reflect great credit upon every person con- 
nected with its accomplishment. There should be cooperation be- 
tween the United States and the State governments, and the prestige 
of the United States Government should be used to insure that every 
borrower is getting his loan upon fair terms and without extortion 
in every section of the United States. 

Mr. Weaver. Did you not, in a recent article in World's Work, 
give an illustration of how in Germany they loan money to the farm- 
ers at as low as 4.85 per cent interest, and yet the amortization system 
paid the entire debt? 

Mr. Moss. Yes, sir; this result is accomplished because the bank 
was given the power to loan money for a long time and issuing bonds 
at that rate. The period is 54J years, with an interest rate of 4 per 
cent. 

The next question is, What limitations shall be placed upon mort- 
gage banks? It is my opinion that no bank should have the right 
to issue any bond that is not secured by a first mortgage on farm 



156 BUBAL CBEDITS. 

lands with amortization payments. Under the pending currency 
measure national banks are g^ven the privilege to loan on real estate 
for five years without amortization payments. This privilege should 
also be extended to mortgage banks, but such banks ought not to 
have the privilege of issuing land bonds against any mortgage unless 
paid by amortization. 

There should also be a limitation on its administration charges. 
The French law provides a limitation of sixty-one hundredths of 1 
per cent for administration. In other words, it can not charge a 
higher rate than sixty-one hundredths of 1 per cent on the mortgage 
more than it pays on its bonds. This margin seems to be excessive, 
since practical experience shows that thirty-five one hundredths of 1 
per cent is the average charge in Europe of joint-stock banks. It 
falls as low as fifteen one hundredths of 1 per cent in the purely co- 
operative institution. This limitation should not be fixed too low 
in the United States, because competition between banks will control 
this charge; especially will this result be attained if both joint-stock 
and cooperative banks are authorized by law. 

I am concedins^ that there should be a limitation, and would sug- 
gest that the limit should not exceed 1 per cent. That brings in the 
question of taxation. If the mortgage itself is in the possession of 
the bank and the mortgage is taxed, it is quite apparent that you 
could not limit administrative charges to 1 per cent, because the 
local tax very often will exceed 1 per cent. I am firmly convinced 
that this legislation, in so far as the General Government can accom- 
plish that result, should be in favor of exempting the mortgage from 
taxation. A tax upon a mortgage is only adding to the interest rate 
of that mortgage by the State itself. There is no question in the 
world about this. The tax is added to the interest rate, and thus 
the State is actually adding to the burden of the borrower rather 
than aiding him. This principle is recognized in all of our State 
legislation when we are issuing bonds based on the taxing power. 
These are bonds issued against the whole wealth of the State, and 
they are generallv freed from taxation. Securities which are exempt 
from taxation sell at 4^ per cent in Indiana, and there are millions 
of dollars of such bonds that are issued annually. Loans on real 
estate in the same section of country bear a much higher rate of 
interest, not because they are less secure but because they are taxed. 
The local taxation rate is often IJ per cent, which is added to the 
rate at which untaxed securities would sell. If we adopt the Euro- 
pean system, we can not hope for their low rates unless we relieve 
the mortgage and bond from taxation. Let me give you a simple 
illustration in order to prove it. 

If my friend here has land which is worth $10,000 and I have 
$5,000 in cash, he is taxed upon his land and I am taxed upon my 
money. I go and buy his land and I give him $5,000 and a $5,000 
mortgage. I take the title in my own name and pay the taxes upon 
the land and he is taxed upon the money and the $5,000 mortgage. 
We have now added $5,000 to the tax duplicate. Suppose we do 
business through a land-mortgage bank. They issue $5,000 in tax- 
able land-mortgage bonds, which they sell to my friend over here. 
In this transaction I am taxed upon the land and the purchaser is 
taxed upon the money and the bank is taxed upon the mortgage, and 
then the bonds are te,xed. Thus we have added $10,000 to the tax 
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duplicate. The land-mortgage bond simply doubles the burden of 
taxation on the debt. For this reason this system can not be put into 
operation unless the bonds are exempt from taxation. I can not sug- 
gest the best method of securing this result since the States have 
sovereign powers over taxation. It is possible that Federal charters 
may give some privileges which would lead the State to exempt the 
mortgages from taxation, if these privileges were made dependent 
upon such State legislation. 

In a general way, Federal legislation should aid in creating a 
market for mortgage bonds. These bonds must be given some advan- 
tages in order to encourage investment. They have behind them twice 
the value of real estate provided banks are limited to 60 per cent of 
the value of real estate in making loans. The volume of bonds is 
always limited, and I assume the fact that the committee will accept 
the almost universal limit of fifteen times the capital and surplus of the 
bank, so that a bank can not issue more than $15 in bonds for every 
dollar of capital and surplus. Then every bond will have behind it 
as security, in addition to the mortgage, one-fifteenth of its face 
value in the capital and one-fifteenth additional in the liability of 
the stockholders of the bank. Under such safe conditions these bonds 
ought to be open for trust-fund investments. They ought to be open 
for investment of any trust funds held by any Federal court, and 
some provision should encourage the State to make them legal invest- 
ment for trust funds in the State. 

Mr. Platt. Mutual savings banks? 

Mr. Moss. Make them open to all trust funds as they are in Europe, 
If the conmiittee can devise a method whereby these bonds shall be 
acceptable for trust funds in the United States courts, provided 
they be made legal security and acceptable for trust funds in th& 
State courts, I feel that the market for these bonds will be greatly 
extended. 

Some of the loan companies now operating in this field in the 
United States have a trust company to take physical possession of the 
mortgages and hold them as security for the bonds. I am going to 
suggest that if you were to authorize the appointment of a fiduciary 
agent for each bank, which agent would have no power whatever 
except that he should have, in connection with the bank, joint control 
over the mortgages, and should also have a joint control over the issu- 
ing of the bonds, so that no bond is issued without the authorization 
of this agent, it will be entirely practical and safe for the mortgage 
to remain in the possession of the bank and will make such mortgage 
operations very much more simple. 

I am not a lawyer. Sometimes I am glad of it and sometimes I 
regret it. Our commission met the question whether or not the Fed- 
eral Government has the constitutional power to authorize such a 
system of mortgage banks. It was suggested by some of the lawyers 
on the commission that the courts have upheld the validity of the 
legislation creating national banks by holding that these banks are 
fiscal agents of the Government, and are therefore necessary to enable 
the Government to carry on its legitimate functions. 

You have able lawyers upon your committee, and when that ques- 
tion is reached, if as a matter of fact these banks must be made 
Federal agents in some way in order to legalize them, I will suggest 
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that you can compel them to accept a limited line of postal deposits 
at the option of the Government. This will not give any special ad- 
vantage to the banks unless it be also an advantage to the Govern- 
ment for these banks to handle these funds. I do not believe that 
there should be extended to these banks any special privileges in the 
deposit of postal funds, except that these banks should have the same 
right to receive them as any other Federal bank. 

Now, gentlemen, I have not attempted to go into the details of this 
subject. Within a very short time — it may be a question of hours, 
but certainly only a very few days — our commssion will lay before 
the members of this committee and before Congress a bill which we 
have worked out as carefully as we could, perhaps not a perfect bill, 
but containing the best results of our study along this line. 

I shall now be glad to answer any questions, and if there are not 
any questions I will thank the committee for the privilege of appear- 
ing before it. 

Mr. Weaver. Please tell us your impressions coming from your 
meeting with the men who run the banks in England and Germany, 
where you went with the commission. 

Mr. Moss. I am glad you asked that question. During the panic 
period of 1873 the banks in Italy which were under this system 
became involved but had no ultimate losses of magnitude ; but there 
have been no failures since 1-873 of any of the banks, and in every 
instance in which they reported their earnings they generally re- 
ported from 12 to 14 per cent dividends. The European cities do 
not issue their bonds as the American cities do, but they do business 
directly with mortgage banks. Their joint-stock banks handle this 
business of the cities which in our country is handled independently. 
The bonds have proven an absolutely safe and favorite investment. 
The question of local management and creating a local market for 
the securities whereby they will absorb the earnings of the common 
people appears to be one of the prime principles. 

Mr. Seldomridge. You would limit the business of a loan mort- 
gage bank to loans entirely upon real estate? 

Mr. Moss. I would limit only the long-time mortgage loans upon 
rural real estate ; the bank should be permitted to do a limited com- 
mercial banking business. 

Mr. SELDOMRmoE. You would not take into consideration any chat- 
tel loans or anything of that kind which the farmer might require 
for necessary or immediate capital? 

Mr. Moss. That class of business more properly falls under short- 
time credit. I feel that the capital of the bank ought to be prohibited 
from being permanently invested in long-time loans. It ought to be 
a revolving fund. You have, however, to provide investment for the 
capital. I believe the capital of the bank should be entirely free to 
buy the bonds temporarily when they come upon the market, and I 
see no reason why the banks should not make temporary loans of their 
capital. It is quite possible that these banks can do a large volume of 
the business which you suggest. The capital and surplus, however, 
should only be invested permanently in Government bonds or other 
securities of that class. 

Mr. SELDOMRrooE. You spoke of the danger of a bank loading itself 
ap with a double liability. Could not you limit the deposits in a 
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way that none should be received unless bonds were purchased 
against them? In other words, that there should be an equal amount 
and that deposits should only be received for the purchase of bonds ? 

Mr. Moss. The deposits are a liability. They are usually short- 
timed or subject to check, and I think should be used in current bank- 
ing business along commercial methods recognized as being safe. 
These deposits should not be used as a security against which bonds 
can be issued. We have a splendid commercial system of banking 
already organized, and I use the word ''splendid" advisedly. We 
have as many banks in proportion to our population as they have 
in European countries, including the rural credit association. 

Mr. Bagsdalb. Is it not a fact that if they were allowed to receive 
some deposits of this character that they in turn would carry deposits 
again with another bank and in a certain emergency the very fact 
that they carried the deposits would entitle to loan on mortgages ? 

Mr. Moss. I think that is true, and, as stated, I favor giving them 
the right to accept a limited line of deposits. There is another reason 
which I have spoken about, the necessity of the bank buying back the 
Ix^ids as they may come on the market. The capital itself being lim- 
ited the banks should pool additional resources for this purpose. 

Mr. Pi^TT. If the banks are not to use their capital m the long- 
time loans, where will they get that capital? 

Mr. Moss. From the sale of land-mortgage bonds. The banks 
should not be prohibited from using their capital to acquire mort- 
gages against which they can sell bonds; but when the capital is 
loaned, mortgages taken, and bonds issued, then the capital should 
be replaced from the proceeds of the bonds. Let us take a capital 
of $25,000. The bank may loan up to $25,000 ; it accumulates $25,000 
in mortgages; then they will sell $25,000 of bonds to replace their 
capital. This process may be repeated indefinitely. In other words, 
using the bank capital as a revolving fund^ but not investing it 
permanently in long-time loans. 

Mr. Platt. You are talking about the individual State institution 
rather than about the national institution? 

Mr. Moss. No. I am assuming the fact that the institution I have 
in mind is operating under a national charter, and it would be 
limited to loans within the State. 

There is one other point. There shotild be an effort made to bring 
about uniformity of State legislation in the matter of conveyances 
and in the matter of foreclosures. The laws vary so greatly in th« 
differwit States that we ought to endeavor to bring about uniformity 
under existing conditions. I feel satisfied that some of the States 
will be at a great disadvantage in establishing this proposed system 

of banking. 

There is no question in the world about that. I do not favor intro- 
ducing in American legislation some of the strict provisions con- 
tained in European laws ; but a bank must protect its own bonds, or 
else it will fail at some critical stage. In my own State, after a mort- 
gage becomes due and you go into court and get a judgment of fore- 
closure and actually sell the mortgaged property, the owner retains 
possession of the farm another year without any payment, and ap- 
propriates the proceeds of the farm during this period before you can 
get physical possession of it. We may not wish to repeal this law in 
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Indiana, but if we establish a system of national land-mortgage banks 
I should advocate a provision by which to waive this extreme redemp- 
tion period. The Federal law may require only that where the State 
law permits such a waiver all the mortgages coming under the na- 
tional institution shall contain it. The reasonableness or unreason- 
ableness of such State legislation may be left to the judgment of the 
Federal authority which will control this department. There should 
be full cooperation between the Nation and State in perfecting this 
lefflslation. 

Mr. S£iJX>MRn)G£. We have something over a million dollars of 
money received from public lands, and under our law the custodian 
or treasurer is obliged to deposit those funds in the national banks 
for which the State has received no interest. Is there any way by 
which provision could be made by Federal statute that any money 
received by a State as its pro rata share of Government land sold 
should be deposited in a bank of this character ? 

Mr. Moss. I am not sufficiently familiar with the general law to 
answer tliat question. 

Mr. Weaver. I can answer it. No; the Federal Gcveriiment has 
no jurisdiction over the States. 

ilr. Moss. I do not agree fully with Mr. Weavi i on that point, if 
you will pormit me. 

l\[r. Weaver. Of course, if the United States Govenm.ent owns 
the land, it would have that authority. 

Mr. Moss. The same result would come if you made the land- 
mortgage bonds legal security for the investment of such funds. 
That is the provision which I spoke of, that these land and mortgage 
bonds should be made legal security for all the trust funds held by 
the courts of the United States, and at the same time, if possible, get 
an alternative proposition that would likewise ffive them certain 
privileges in our State legislation. In other words, you must enter 
into a cooperative agreement with the States. 

Mr. Platt. If you should give a privilege of this kind to the land- 
mortgage bonds and not on a bond issued on city property, you 
would have all the workingmen against the proposition ? 

Mr. Weaver. And you would have a constitutional question there. 

Mr. Ragsdale. Asiae from that, as a matter of fact, imder the new 
currency law the bonds of municipalities may be purchased. 

Mr. Platt. I am not talking about bonds of the municipalities. I 
mean building and loan associations, for instance, which are organ- 
ized primarily in order to give the workingmen a chance to buy their 
own homes. Thousands have done that. 

Mr. Moss. I am not concerned particularly about that phase of 
the matter. You are not making any discrimination whatever, be- 
cause you are not dealing with that subject. You are here creating 
a bank that is limited in its functions and privileges. You prohibit 
this bank from loaning upon city property, whereas a building and 
loan association has the right to loan upon urban and rural real 
estate in my State. Each system of banks has its peculiar limita- 
tions and extensions. 

Mr. Seldomridge. What margin of profit do you allow, in your 
idea, to the land-mortgage bank as between bondholder and the 
borrower. 
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Mr. Moss. I feel that the limit should be more liberal in the law 
than it will be in actual competition. We may say 1 per cent, and 
yet in France and Spain it is six-tenths of 1 per cent ; but I feel that 
we should be entirely liberal in the law, because the competition be- 
tween State institutions, these national institutions, and the building 
and loan associations would bring the margin down as low as it can 
be maintained. 

Mr. Seldomridge. Have you any statistics that will show the rela- 
tive amount of land in Germany and France that is free from mort- 
gage as compared with our own country ? 

Mr. Moss. I am positive that the volume of land mortgages in 
Germany is very great, and in my judgment that constitutes one of 
the menaces to their institutions. The mere fact that Germany is 
attempting to introduce the life-insurance provision, so that when 
a man dies his life insurance will go to pay off the mortgage, goes 
to show that they recognize the pending danger. 

Mr. Platt. Do you think that 35 years should be allowed ; do 
you not think that 20 years or 10 years is long enough? 

Mr. Moss. I favor a maximum period of 35 years. The borrower 
should have the right to repay his loan at any time he chooses after 
five years. Thirty-five years may seem, under American conditions, 
to be a very long loan. Yet you are going to legislate for the future, 
and the tendency will be toward longer periods. That is a question, 
however, which must be left largely to judgment. 

Mr. Platt. Do you think there is any den and in this country 
for such loans? 

Mr. Moss. That will depend upon the section of the country. In 
Indiana, where land is worth from $100 up an acre, a young man 
hesitate to go out and buy a piece of land at $125 or $150 an acre 
under present conditions. I feel that if loans could be spread over 
25 or 30 years by paying only what would be a fair rental under 
present conditions and the borrowers feel that they would not be 
sold out under foreclosure, I think there are thousands of people who 
are now renters who would purchase land and own their own homes, 

A farm loan that does not exceed more than 50 per cent of the 
value of the land, with amortization repayment, is a perfectly safe 
loan for the State or for the bank to undertake. In nearly all Euro- 
pean systems I think they do put in a provision that the bank has the 
right to call the loans when the person is dissipating the property, 
but I should hesitate to give such a drastic power. There is a neces- 
sity of giving reasonable security to the investment, but this should 
not destroy utterly the protection to wife and family of the borrower. 

If you will relieve the mortgage bonds from taxation, even under 
the laws we have now, interest in Indiana will drop to 4^ per cent 
upon farm mortgages, 

Mr. Eagsdale. The mere removing of the power of taxing them? 

Mr. Moss. Yes, sir. I am strongly in favor of removing all farm 
mortgages from taxation by the State, except a nominal fee for 
registration, 

Mr. Platt. And city mortgages? 

Mr. Moss. I am not talking about that question. I came here -to 
discuss land-credit banks, and so I do not feel that there is necessity 
to go further. I will say that in Indiana all mortgages which are 
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based upon taxes by the people are exempt from taxes, and a partial 
remission of taxes upon mortgaged real estate. 

Mr. Platt. So they are in New York, except the registration fee. 

Mr. Moss. I saw a statement in one ox the papers that the railroads 
would have to have a billion dollars this coming year — $500,000,000 
for betterments and $500,000,000 for extensions. The farmers of 
this countnr need more than a billion dollars, but the trouble has 
been that tne farmers have no way of furnishing the securities. 

Mr. SiiLDOMsmoE. You have given us very clearly the situation. 
How are we going to get the oil and fuel to get the thing started — 
where will we get the capital? Have you heard that San Francisco 
could not sell her municipal bonds at 5 per cent? 

Mr. Bagsdale. Why wo.uld it not be ]ust as wise, in your opinion, 
that the United States Government, under certain conditions, use 
certain classes of paper, without going into detail as to the classes, 
and issue Federal Treasury notes agamst them for the purpose oi 
starting this rural credit system as it could for any other public 
matter? 

Mr. Moss. If you will permit me, I will answer both questions to- 
gether. Going back to San Francisco, I know nothing about the 
conditions in San Francisco. I do know that in Indiana vast vol- 
umes of public bonds are being readily absorbed at 4J per cent for 
gravel roads and other improvement purposes. I am not one of 
those who believe that you can have a national rate of interest, and 
that is one of the reasons why I think these banks should be limited 
to the States. 

Coming to the other question, I said before you came in that I 
wanted to limit agricultural credit, as I speak of it, to loans for 
productive purposes on the farm. I believe that the Government 
should favor agricultural credits in the sense in which I am speak- 
ing, but whether we should loan money directly on the land is a 
question of policy. That it can be done safely and is done to aid 
agriculture in oth^ countries I know, but, personally speaking, I do 
not believe that the American people are ready to enter upon that 
policy at this time. I personally do not favor it. 

Mr. Bagsdakb. You do not think it would be wise, then, to permit 
anj banks, by whatever name known/ upon their indorsement of 
this paper to rehypothecate this paper with the Govw:Tmi€nt and have 
Federal Treasury notes issued against it? 

Mr. Moss. I feel that the rediscounting privilege whereby a farm- 
er's note for productive agricultural purposes can be rediscounted 
is as far as the Federal Government should go along that line. 

Mr. Eagsdale. You* think there should be a discrimination as 
against the mortgages on farm property in favor of, we will say, 
bonds and mortgages of industrial plants? 

Mr. Moss. I should not want to say that. 

Mr. Eagsdale. In the bill that is soon to be enacted into law that 
privilege is given, I believe, is it not? 

Mr. Moss. I feel that that bill has been under discussion so long, 
and is now approaching enactment iiito final legislation, that I would 
not want to undertake a discussion of a matter ftiat has been generally 
thrashed out. 

Mr. Eagsdale. I am not proposing a change of law as it now 
stands, but why would it not be possible to inaugurate a system 
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here under the rural credit system that would enable farmers to 
get money upon the same terms? 

The Chairman. Do you say there is anything in the bill which per- 
mits the rediscounting of bonds ? 

Mr. Ragsdale. I understand that is going to be one 6i their powers. 
My understanding is it is. 

Mr. Weaver. That is not in the House bill. 

Mr. Sagsdale. My understanding is it is. Would you say, Mr. 
Chairman, if the local bank should purchase bonds and these bonds 
should be put into the regional banks, that the regional banks can 
not secure from the central reserve board Federal Treasury notes 
against them ? 

The Chairman. There is no provision for their so going into the 
regional bank. I think it is extremely unfortunate that we should 
now be drawn into any controversy concerning a bill already passed 
by the House. 

Mr. Moss. My view of the matter has been, so far as the commer- 
cial bank is 'concerned, that this question has been under such thor- 
ough discussion before Congress and the country that it has been 
pretty well thrashed out. It is not a question now of wisdom or un- 
wisdom. We must accept it as a fixed result. This is supplemental 
legislation, and I have tried in my discussion to keep within line of 
the agricultural credit, as I defined it, without attempting to say 
how broad the legislation could be. 

Mr. Weaver. You were talking awhile ago about the different 
conditions in the different States and the difficulty of having a sys- 
tem with about equal advantages to all. In the State I used to live 
in — Texas — ^the homestead law gives 200 acres of land to the head 
of a family, or, in the town, a tract that may be not larger than an 
acre, to the value of $5,000 at the time of its designation as a home- 
stead. It may be in the heart of the city and grow to $50,000 in 
value or more, but neither the urban nor suburban homestead can 
be mortgaged at all, and the average man who owns property does 
not own any more than 200 acres of land. The great mass of peo- 
ple, who are farmers and who own their farms, have not 200 acres 
of land, and they are all wholly eliminated from any of the benefits 
of the system unless the system of the State should he changed. 

Mr. Moss. I am of the opinion that the Federal Government should 
authorize the issuance of the bonds only on the condition that the 
bonds are based upon conditions that would make them absolutely 
safe as an investment, where the State laws preclude that this law 
ought not to go into operation until the State laws are modified. 

The Chairman. I would like to go back to the question that Mr. 
Piatt raised a few minutes ago for the purpose of making sure 
whether I understand your answer. He suggested there might be 
some embarrassment about permitting loans of a very long time on 
account of the danger of the mortgagor robbing the soil. Is it your 
view that if in making the loans the amount of the mortgage was 
restricted to 50 per cent there would be no possibility of the mort- 
gagor robbing the soil so much as to imperil the security ? 

Mr. Moss. Not if the rate of amortization were high enough to 
pay it in 35 years. If these payments were regularly made, I am 
satisfied the margin of safety would be entirely sufficient to protect 
the investment. 
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The Chaibman. In the amortization the rate that would be neces- 
sary to return the loan in 35 years would pay off the debt as rapidly 
as the soil could possibly be robbed? 

Mr. Moss. That would be my judgment, except in very exceptional 
cases. On hillside lands there might be instances, but they would be 
rarfi. There will have to be general provisions protecting the cred- 
itors, as, for instance, the removal of forests if the standing timber 
is included in the valuation of the property for loan purposes. 

Mr. Platt. In fixing the value of land for loans of this kind you 
would not include the forest or anything of that sort. 

Mr. Moss. There has to be a lower valuation fixed upon forest 
lands, on unimproved land, than on other land. That question has 
been discussed a great deal, and general opinion seems to regard 50 
per cent as a proper margin. Of course on unimproved land it would 
oe a lower ratio. 

The Chairman. Has your committee discussed the condition of 
agricultural life in the western country on the homesteads, and also 
in the South, where there are problems of local interest that are 
different from what they are in the settled commercial regions? 

Mr. Moss. No, sir. Our commission, as such, only discussed Eu- 
ropean conditions, and in doing that we preferred to let the European 
people discuss their own conditions. We are publishing a volume, 
which is not, however, the report of the commission, but is a report 
of what the people in Europe say of themselves. Our own report is a 
very brief one, confined largely to a discussion of these two types of 
agricultural credits and a recommendation of legislation upon the 
subject. If you want to find out about European conditions, you 
will have to go through the general report and take what the people 
say themselves in general statements and in answer to questions pro- 
pounded to them by the commission. 

Mr. Weaver. That report is the testimony taken at the hearings by 
the commission in Europe? 

Mr. Moss. Yes, sir. 

Mr. Weaver. The bulk of the report ? 

Mr. Moss. Yes, sir ; and a report not making any recommendations 
or suggestions; simply letting the European people talk about their 
own systems of credits and their own agricultural system in their own 
way, with such questions asked them and replies taken down by 
stenographers, and then compiled and carefully edited and published, 
making a volume different from any volume of its kind ever pub- 
lished. Then we ourselves are submitting a report, which will only be 
short — 50 or 60 pages — in which we make our own observations in 
regard to long-time and short-time credits. 

Mr. Weaver. You have no comprehensive statement as to the actual 
conditions existing in the United States at present with reference to 
the necessity for this legislation? 

Mr. Moss. No, sir. In the first place, the commission had no money 
nor opportunities for making this investigation; and, second, until 
there is a very comprehensive study of the conditions I think the 435 
Members of Congress, coming from all sections of the country in a 
body, would probably know more about those conditions in all parts 
of the United States than six or seven men, unless they were given the 
privilege of making a study, which we are not given. 

Mr. Weaver. The Agr icultur a I Department i s engaged in th at work ? 



BUBAL CREDITS. 165 

Mr. Moss. Yes, sir. I understand the Agricultural Department is 
making a very thorough study of it. 

Mr. Weaver. Has your committee a unanimous report ? 

Mr. Moss. The report will be unanimous. 

The Chairman. Let me ask you one more question: Is there any 
particular difference between the type of bank, the land-mortgage 
bank, which you suggested this morning, and the landschaften bank? 

Mr. Moss. Yes; a radical difference. Here is the difference: The 
landschaften bank is purely an association of borrowers. No one 
joins it except he does so for the purpose of taking out a loan, and 
every member must assume the liability not only tor his own loan, 
but for all the loans collectively made by the association. As long 
as he is a member, every dollar of his property is pledged as security 
for every loan made. The landschaften association pays the bor- 
rower no money whatever, but it issues bonds at whatever rate of in- 
terest the borrower may prefer. The Landschaften Association has 
a compulsory obligation to issue bonds to every applicant who has 
security in the district. The Landschaften Association being limited 
in its scope to one Province of the country, it is under obligation to 
make a loan to every landowner in that Province who will comply 
with the conditions. The joint-stock banks profited by landschaften 
experience. They accepted the idea of issuing bonds based upon col- 
lective individual mortgages, but they substituted a joint capital for 
unlimited liability. They were thereby enabled to give the borrower 
money rather than bonds. The banks sold the bonds for their own 
account. These changes gave them a great advantage over the old 
associations. The Landschaften Association in turn organized a bank 
to sell their bonds. Now borrower goes to the Landschaften Associa- 
tion and deposits his mortgage and they issue the bonds of the asso- 
ciation. The associated bank sells these bonds on the market and 
gives the borrower the proceeds in cash. 

The Chairman. Then you propose to relieve the borrower of the 
liability for the debts of others and give him the full amount of his 
loan in cash? 

Mr, Moss. The plan I am advocating comprehends either a joint- 
stock bank or the cooperative association. The plan would give the 
joint-stock bank the right to make the loan and also the right to sell 
bonds to recoup its capital. The rate of interest on the bond shall 
not be greater than 1 per cent more than the rate upon the mortgage. 
That would run through the entire series, and would have to recoup 
the bank for any discount it might suffer in the sale of its own bonds. 
Or a cooperative association with similar powers may be organized 
if preferred to the joint stock. 

The Chairman. In that first proposition, was it your idea that the 
bonds should be sold for the account of the borrower, and he should 
take whatever they brought, or that he should get the full amount 
of his loan? 

Mr. Moss. No, indeed. The borrower would be given money to the 
face value of his obligation, and the bank would issue its bonds at a 
high enough rate of interest to sell at par. The banks would not 
issue bonds that would not sell at par or so nearly at par that they 
could suffer the discount themselves. 

The Chairman. Your idea would be the bonds could be sold at par 
and the rate adjusted to make that possible? 
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Mr. Moss. Precisely. The bank must know the conditions of the 
money market and only issue bonds which will replace its capital. 

Mr. Ragsdale. Originally the landschaften system only sold credit. 
That is really what is sold originally. Then you would really have 
but one party. That seems to me the correct thing to do. 

Mr. Moss. I can see np good reason why a bank can not loan its 
capital and surplus at terms which will enable it to sell its bonds on 
the market at par and replace its capital. 

Mr. Eagsdalb. Can you conceive of any plan bv which the Gov- 
ernment could enter into the cooperative establishment of a bank, 
making loans for private investment, and then securing itself in such 
a way that this amount could be repaid in the course of a few years ? 

Mr. Moss. I think that matter has been very well established in 
different European countries, but with the President of the United 
States on record that he would oppose any special privileges of that 
kind, it is not much use for us to discuss it. 

Mr. Ragsdale. Do you not think, without regard to what opinion 
he has formed, we ought to prepare a bill that would relieve the 
real necessities of the conditions, and then let that be brought up to 
Congress to determine ? 

Mr. Moss. In answer to that question, what we should strive to do 
is to frame practical legislation which can be enacted. The lands in 
the United States are supposed to be worth many billions of dollars. 
They are constantly increasing in value, having doubled in value the 
past 10 years. These lands will continue to increase in value in the 
future. This vast wealth, I believe, is ample security to finance our 
agricultural operations without any aid whatever from the National 
Government except wise laws which will permit the people to come 
together and merge their financial transactions under just and proper 
regulations. 

Mr. Woods. Do you see any objection for the Government deposit- 
ing the proceeds of public lands in these land-mortgage banks, to 
be put out again for the cultivation of the land ? 

Mr. Moss. I see no objection to it. I believe it ought to be legal to 
invest all trust funds held by the United States Government in land- 
mortgage bonds. I do not mean that all trust funds should be so 
invested, but that it ought to be possible to invest any part of such 
funds in this manner. In conclusion, I wish to say that, as soon as 
our report is made to Congress the commission would be glad to 
bring its draft of a bill before your committee and give the various 
reasons for the different provisions and make a careful, detailed 
statement of the bill itself. I would like to ask, on behalf of the 
commission, that your committee extend an invitation to our com- 
mission to appear before you with its report, and not only present 
the bill itself, but specially to give the detailed reasons for it before 
this committee. 

Mr. Woods. It seems to me we ought to have an opportunity to 
read the report, including the views of Europeans, before we ask 
the commission to appear before us. We could more intelligently ask 
questions. 

The Chairman. We will take that all into consideration. 

(At 12.45 p. m. the committee adjourned.) 



Tuesday^ Deceniber 16^ 191S, 

The subcommittee met at 10.45 o'clock a. m., Hon. Robert J. Bulk- 
ley (chairman) presiding. 

Mr. BmLKLEY. Mr. Lafferty, of Oregon, desires to be heard on 
H. E. 8835, introduced by himself. We will hear from Mr. Lafferty 
on his bill. 

(The bill under consideration follows:) 

A BILL To provide for the issuance of legal-tender Treasury notes of the United States, 
redeemable in gold coin or its equivalent, to be secured by the deposit in the Treasury 
of outstanding bonds of the United States or first mortgages upon agricultural lands, 
not exceeding sixty per centum of the value of such lands, exclusive of improvements, 
and for the loaning of the Treasury notes so secured to the owners of the security at 
two per centum interest, payable semiannually, and for other purposes. 

Be it enacted hy the Senate and House of Representatives of the United States 
of America in Congress assembled, That the Secretary of the Treasury Is hereby 
authorized and directed to print and deposit in the Treasury of the United 
States from time to time, in such amounts as the purposes of this act may re- 
quire, Treasury notes of the United States, payable on demand, in such denomi- 
nations as he may prescribe, redeemable in gold coin or its equivalent, and 
when such Treasury notes are redeemed they shall be canceled or destroyed, as 
the Secretary of the Treasury may direct : Provided, That the Secretary of the 
Treasury may issue new Treasury notes of like tenor in lieu of those so re- 
deemed: Provided further, I'hat the Treasury notes herein provided for shall 
be retired and canceled by the Secretary of the Treasury as rapidly as the obli- 
gations to the United States, by which the redemption of said notes in gold coin 
or its equivalent is secured, shall he discharged: And provided further, That 
such Treasury notes shall be obligations of the United States and shall be 
receivable for all taxes, customs, and other public dues. 

Sec. 2. That it shall be the duty of the Secretary of the Treasury to loan the 
Treasury notes herein authorized to be issued, under such rules and regulations 
as he may prescribe, to owners of the fee-simple title to agricultural lands in 
the United States at two per centum interest, payable semiannually, such loans 
to be secured by first mortgage upon tlie land : Provided, That no loan shaU be 
made for a longer period than twelve years, nor for more than sixty per centum 
of the market value of the land pledged as security, exclusive of improvements 
thereon. 

Sec. 3. That it shall likewise be the duty of the Secretary of the Treasury to 
loan, under such regulations as he may prescribe, such Treasury notes of the 
United States to owners of any outstanding bonds of the United States at two 
per centum interest, payable semiannually, such loans to be secured by the de- 
posit of said bonds with the Treasurer of the United States. 

Sec. 4. That the Secretary of ttie Treasury shall maintain and have on hand 
at all times, for the redemption of the Treasury notes authorized to be issued 
herein, a reserve fund in gold coin equal to five per centum of the aggregate 
amount of the notes issued under this act in circulation, and for the purposes of 
maintaining such reserve the Secretary of the Treasury is authorized to borrow. 
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on the credit of the United States, from time to time, whenever the surplus 
revenues are insufficient to supply such reserve, such sums as may be required 
tor such purix)se, and to prepare and issue therefor coupon or registered bonds 
of the United States in such form as he may prescribe, and in denominations of 
$100, $500, and $1,000, payable thirty years from date of issue, and bearing 
Interest, payable quarterly in gold coin, at a rate not exceeding three per centum 
per annum ; and the bonds herein authorized shall be exempt from all taxes or 
duties of the United States, as well as from taxation in any form by or under 
any State, municipal, or local authority: Provided, That said bonds may be 
disposed of by the Secretary of the Treasury at not less than par. under such 
regulations as he may prescribe, giving to all citizens of the United States an 
equal opportunity to subscribe therefor, but no commissions shall be allowed or 
paid thereon; and a sum not exceeding one-tenth of one per centum of the 
amount of the bonds herein authorized is hereby appropriated, out of any money 
in the Treasury not otherwise appropriated, to pay the expenses of preparing, 
advertising, and issuing the same. 

Sec. 5. That the Secretary of the Treasury shall render an annual report to 
Congress in detail regarding all issues of Treasury notes and loans made pur- 
suant to this act. 

Sec. 6. That all interest collected by the United States upon loans made pur- 
suant to this act, except such as may be necessary to reimburse the Treasury for 
the expenses connected therewith, shall be set aside as a public-highway fund, 
to be hereafter expended in the building of public highways in the United States 
tinder such laws as Congress may enact for that purpose. 

STATEMENT OF HON. A. W. LAFFEETY, A EEPEESENTATIVE IN 

CONOEESS FEOM THE STATE OF OEEOON. 

Mr. Lafferty. Mr. Chairman and gentlemen of the committee, 
in the first place I wish to say that I heartily favor the Glass-Owen 
bill. That bill, however, will be limited in its operation. It pro- 
vides for the loaning of Treasury notes of the United States to citi- 
zens of the United States, through the banks as brokers, upon notes 
of the citizens indorsed and guaranteed by the banks, the banks 
receiving a profit in the transaction equal to the difference between 
one-half of 1 per cent interest per annum, Avhich is the minimum 
interest charged to the banlts fixed by the bill, but which may be 
raised by the Federal reserve committee, and the interest which 
banks charge the public, which will probably be from 5 per cent to 
8 per cent. I have no special objection, however, to offer to that 
bill. I heartily favor it. It will be limited in its operations because 
of the requiren ents, which are also proper, of a gold reserve in the 
banks against the notes loaned through it of 33^ per cent. 

Now, if the Glass-Owen bill should be utilized to the very limits 
to which it is possible for its operations to be extended, it would 
only increase the amount of currency or the stock of money in the 
United States by something like $1,750,000,000. The present stock 
of money in round numbers is $3,500,000,000. Adding thereto the 
amount of currency that is possible under the Glass-Owen bill, we 
would have something like five billion and a quarter as a total stock 
of money in the United States. 

Now, there is surely nothing in this to alarm anyone on the theory 
that we are going to have inflated currency in the United States. 
My contention is that while that will be a great benefit to our busi- 
ness and our country, it alone will not be sufficient. It is safe to 
say that the Glass-Owen bill ^ill not be operated to the fullest 
limits of its possibilities. Probably for the next 5 or 10 yeftrs not 
to exceed $500,000,000 of currency, Treasury notes, will be put into 
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circulation by that bill. Now, then, if we have the minimum, say 
$500,000,000. of currency put into circulation by this bill, increasing 
our stock 01 money to $4,000,000,000, or if we have the maximum, 
increasing it to $5,250,000,000, in either event we have, as compared 
with that amount of actual money, clearing-house transactions of 
$168,000,000,000; we have assets in the country amounting to $125,- 
000,000,000 ; we have deposits at the present time of $17,000,000,000 
or over; we have loans to farmers alone of $8,000,000,000, whereas 
if the Glass-Owen bill is operated to its fullest extent the total stock 
of money will be only five and a qtiarter billions, two and three- 
quarters billions less than the amount of money loaned to one par- 
ticular class upon their land. Now, you have all had your attention 
called to, and most of you have probably read, the very interesting 
speech of the senior Senator from New York last Saturday in the 
Senate. 

Mr. Weaver. Did you hear the answer of Senator Owen last 
night? 

Mr. Lafferty. No, sir; but I intend to read it at the first oppor- 
tunity. 

Mr. Weaver. That is the last word on the subject. 

Mr. Lafferty. And of all the scarecrow speeches that I have ever 
heard^ the speech delivered by the senior Senator from New York 
is entitled to first place. 

Mr. Platt. You had better wait until you see how some things 
come out first. 

Mr. Lafferty. Time is the test. But the senior Senator from New 
York said : 

So as to the sale of Government securities. Ah, yes ; now, behind the system 
under which we are working and under which we have grown so great and 
strong stands always the Government of the United States, with its credit 
unimpaired, with its solvency undoubted, always ready to come to the rescue 
by the sale of its securities to bring gold. This bill proposes, however, to put 
in pawn the credit of the United States; and when your time of need comes 
it Is the United States that is discredited by the inflation of its demand obliga- 
tions which it can not pay. 

Translated into plain English, the argument of the distinguished 
Senator is, " You should permit us private bankers and private spec- 
ulators to deal in the credit of the country, to sell credit at a high 
rate of interest, and whenever the time comes that we are unable 
to get the gold to make good in any of our transactions you should 
hold the Federal Government in reserve to come to our aid and make 
good the notes and securities we have issued and protect us." 

Mr. Woods. I will say to the gentleman that that is his interpreta- 
tion of the speech. My interpretation is right the opposite. I have 
though it well to have it go in the record that there are other mean- 
ings of that speech. 

Mr. Plait. Senator Boot's English is pretty plain without chang- 
ing it into any other English. 

Mr. Ragsdalb. Well, any Member of Congress has the right to 
interpret it as he will. 

Mr. Laffertt. Senator Root is an artist in handling the English 
language and in rearing up before you or before a jury or before the 
country scarecrows of this character. When I read that speech I 
was reminded of an incident told me by Hon. Tracy C. Becker, of 
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New York. He came to Oregon to try a land-grant ease in which 
I was counsel. Mr. Becker is also a conservative from New York. 
He said that he served about 25 years ago in the New York consti- 
tutional convention with Mr. Elihu Root, and that every single change 
that was proposed in that convention to the constitution of New York 
State was met by a suggestion from Mr. Eoot of dire consequences 
that would follow, leaving the State in an absolute state of anarchy, 
and he almost convinced the convention that' he was correct. But. 
after deliberating, the convention adopted a new constitution and 
they have never had any trouble with it. 

Mr. Woods. I would like the gentleman to explain what he means 
by scarecrow. 

Mr. Lafferty. By scarecrow I mean a false alarm. 

Mr. Woods. That is not the general meaning of the word that we 
use in the country. 

Mr. Lafferty. Well, a scarecrow is a board driven in the ground 
with cross board and a coat and a hat on it intended to indicate to 
the crows that there is a man there. 

Mr. Woods. What is the purpose of it? 

Mr. Lafferty. To deceive the crow. 

Mr. Woods. That is not the purpose. The purpose is to protect the 
corn. That is the purpose. 

Mr. Weaver. I think we are wandering too far afield from th^" 
subject of rural credits. 

Mr. Lafferty. Personally, I have no objection to any interruptions", 
regardless of their character. Now, there is in the world a stock 
of gold estimated variously from $6,000,000,000 to $8,000,000,000. 
The total stock of gold in the United States to-day is $1,750,000,000, 
or nearly $2,000,000,000. Practically one- fourth of the gold of the 
world to-day is in the United States. Taking the maximum estimate 
of $8,000,000,000, the rest of the world has about $6,000,000,000 in 
gold. The balance of trade in our favor is six hundred millions a 
yearr Now, see how easy it would be for any gentleman in any 
foreign parliament to get up and make a scarecrow speech and say 
that, according to the balance of trade, there being only $6,000,000,000 
in gold in all the world outside of the United States, the balance of 
trade being in our favor by $600,000,000, in just six years some dis- 
tinguished gentleman in the Danish or Austrian Parliament could 
say the United States will have all the gold and the other nations 
will be bankrupt for all time to come. That would be a much more 
reasonable argument than the one delivered in the Senate last Satur- 
day by the senior Senator from New York, Mr. Root. 

feeing accustomed to filing offsets and recoupments, he figured out 
that these tourists are going to Europe and spending $250,000,000 
annually, and that our balance of trade is thereby offset to that ex- 
tent. He figures how much we pay in shipping charges to foreign 
ships in gold, and then he says it all balances up and that we have 
no actual balance in our favor. Then he figures that there are 
$7,000,000,000 worth of American securities owned by foreigners 
drawing interest which is paid in gold. That is the largest item of 
gold flowing from the United States to foreign markets. Now, it is 
certainly a strange process of logic which would lead to the con- 
clusion that the investment of foreign money in the United States 
would be a disadvantage and would turn the trend of gold from the 
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United States because of the interest paid on those securities. It 
leaves out of consideration altogether the principal sum which must 
be deposited in the United States at the time the security is bought. 
As a last straw Senator Root suggests : 

There is another thing you must remember. Europe is an armed camp. 

And he closes with this peroration : 

Ah, Mr. President, we are turning our faces away from the fundamental 
principle uix)n which we have come to our high estate. We are turning them 
weakly toward practices which history shows have invariably led to decadence, 
to degradation and the downfall of nations. We are setting our steps now in 
the pathway which through the protection of a paternal government brought 
the mighty power of Rome to its fall, and we are doing it here without a man- 
date from the people of the United States. Ah, more than that, we are doing it in 
violation of the express verdict of the people of the United States. 

Now, I have been out over the country somewhat and I have been 
unable to find a single merchant, carpenter, or business man, banker 
or person of any other occupation who is not anxious to have this 
currency bill passed immediately. 

Paternalism is the cry of the interests. I wish to take issue here 
and now with those who object so strenuously to every law that is 
proposed for the benefit of the public as against a certain special 
class who are now getting special priviliges, on the ground that it 
is paternalism, but the issuance of money is certainly a government 
function. 

Now, getting down to my bill, it proposes in the exact language 
of the Glass-Owen bill that the Secretary of the Treasury shall be 
authorized to print Treasury notes and deposit them in the Treasury 
redeemable in gold at the Treasury of the United States, and shall 
under such regulations as he may prescribe loan these notes to the 
farmers of the country on first mortgages not exceeding 60 per cent 
of the actual value of the farms at 2 per cent interest. 

Mr. Weaver. Do you not think it would be a greater beneficence 
on the part of the Government to loan the farmer money without 
charging him any interest? 

Mr. Lafferty. Certainly not I do not believe in the Government 
going into any business of such a character as will cause it to lose 
money. 

Mr. Weaver. Why do you fix the rate at 2 per cent ? 

Mr. Lafferty. Because that will be ample for the Government to 
pay the interest on any gold, that it might have to borrow to 
maintain a proper reserve; and, besides, that would give the Gov- 
ernment a profit; and if it is unreasonable for the dovemment to 
loan money to the farmer at 2 per cent on good security, is it not 
more unreasonable for the Government to loan money to a banker 
on questionable security at one-half of 1 per cent? Now, there is 
in every nation what is known as the agrarian policy — the policy 
which the Government assumes toward agriculture. 

Mr. Bulkley. Before you get off the subject of reserves I would 
like to know on what experience you base a 10 per cent reserve. 
What currency is there anywhere that has as low a reserve as 10 per 
cent? 

Mr. Lafferty. Well, there is no currency circulating at the present 
time issued directly by the Government. 

Mr. Platt. Oh, yes; there is. 
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Mr. Selix)Mridge. Yes; there is. 

Mr. Platt. Three hundred and fifty-odd millions of greenbacks. 

Mr. Laffebtt. What is the reserve held against that? 

Mr. Seldombmxje. One hundred and fifty millions of gold; three 
hundred and forty-six millions outstanding. 

Mr. Lafferty. rfow, we can hold against these notes issued to the 
farmers a reserve of exactly that per cent. 

Mr. SELDOMRrooE. That is nearly 50 per cent. 

Mr. Lafferty. It is not 50 per cent ; it is about 33^ per cent. 

Mr. Ragsdale. That is right; 33 J per cent. 

Mr. Lafferty. And we can hold that same reserve in gold and 
borrow it in the markets of the world at 3 per cent, and then make 
a Drofit loaning the Treasury notes at 2 per cent to the farmer. 

Mr. Platt. You stated that the farmers had already obtained 
loans of $8,000,000,000. 

Mr. Lafij^rty. I said that. 

Mr. Platt. That is more than twice the monev in existence. How 
can you explain that? 

Mr. Lafferty. Does the gentleman doubt my figures? 

Mr. Platt. Not at all. 

Mr. Lafferty. If he does, I refer him to the Statistical Abstract 
of the United States. 

Mr. Ragsdale. The loans that we make now really consist of credit 
and not actual money. If we loaned only actual money, there would 
be created the most awful panic the world ever knew. 

Mr. Platt. What is the use of issuing these Treasury notes? 

Mr. Lafferty. Because it gives to the Government and to the peo- 
ple the profits that are now going into the hand of the multimillion- 
aires controlling the credit of the United States and of the world. 
In Broad Street, London 

Mr. Platt (interposing). That is all nonsense, of course. 

Mr. Lafferty. In London, England, you can see men sitting 
around tables as big as this, the Rothschilds, who have homes at 
Frankfort on the Main, directing the affairs not only of this Nation 
but of the world. Now, the Government statistics show that the 
farmers have borrowed $8,000,000,000 from somebody up here in 
New York, and they are paying interest of $500,000,000 a year. That 
is enough money to build and fortify the Panama Canal or to rebuild 
all of the telephone and telegraph lines of the United States three 
times. It is added by the farmer to tiie cost of his products and is 
paid by the consumer. There is no one law that would raise as much 
of the burden from the backs of the American people as this law that 
I propose. 

Mr. Platt. If the farmers have already got twice the money in 
the world loaned to them, why is it not possible to loan them three 
times as much? 

Mr. Lafferty. It is because of the interest rate that such a law 
as this is necessary. Now, if the committee would report a bill of 
this character I would have no objection to raising the interest to 
4 per cent and see what the profits to the United States will be. 

Mr. Woods. Do you provide in this bill for loaning money to 
people who own town property, people living in towns? 

Mr. Lafferty. No; I did not, because I thought the Government 
agrarian policy is the justification for this class of legislation, and 
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besides, agricultural land is always a productive property, a gilt^ 
edged security. 

Mr. Woods. Take the people of Oregon. Have you figured out 
how much interest they are paying on loans? 

Mr. Lafferty. Why, they are paying an enormous rate of interest. 
I am not from a farming district but from a city district containing 
one of the greatest cities on the Pacific coast. I have talked this 
matter over with the laboring man, the business man, and the store- 
keeper, and they all favor it. 

Mr. Woods. Would not they also favor a system of assisting the 
borrowers of Portland? 

Mr. Lafferty. I do not think they would at the present time. 
What would be loaned on town lots would be very trivial, and be- 
sides a town lot is not productive if it is being lived on by the owner. 
You gentlemen have had experience in business and banking matters 
enough to know that a good farm is the finest security in the world. 
The senior Senator from New York spoke the other daj^ about France 
issuing notes upon her land. France never did anything of the sort. 
She issued notes of pure fiat money secured upon their face by the 
sovereign title of France. 

When one government is superseded by another the sovereign 
title as distinguished from private title passes to the new govern- 
ment. Take the case of a private title to a farm in the United States 
arid it is very different. For example, if we should engage in war 
with Great Britain to-morrow and be defeated and the sovereign 
title of Great Britain should be extended over the United States, 
the outstanding titles of the farmers to the land would be still 
recognized. Mortgages and other obligations would be recognized 
and enforced in the courts just the same as under the old government. 
These securities would be recognized the world over. Now, what 
makes any credit good? As gold is our standard of value and our 
only basic money it is the ability of the party issuing the money 
to get* the gold to make good the securities if gold is ever demanded. 
There being $8,000,000,000 of gold in the world it does not matter 
whether that be in London, Paris, Vienna, Copenhagen, Shanghai, 
or anywhere else, so long as the United States Government exists it 
will be able to get that gold upon its bonds when required. So long 
as this Government exists, anv man who has good security and good 
investments to offer will be able to attract that gold to this country 
or to his private enterprise. There is no question about that. That 
is the only salvation of the country. If it were not true that prop- 
erty can always attract gold, the United States could enter into a con- 
spiracy to corner the gold supply and ruin the rest of the world, or 
Great Britain could do the same thing. All talk of any country 
undertaking to do such a thing as that is nonsense. 

Now, about fiat money or inflated or expansive currency. We have 
all heard the arguments that a currency to be suitable to the business 
of the country and to please the money power of Wall Street and 
Broad Street must be an elastic currency. It must expand whenever 
they want a little more money and contract when they do not need 
any more. There can be no such thing as fiat money except when the 
Government or some bank or individual puts a piece of paper upon 
the market without good security and says " This shall be money." 
So long as it is a Treasury note redeemable in gold upon the demand 
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of the holder it is not fiat money of such a character as to inflate 
the currency, because in order to put a $10 note into the currency 
it must have security behind it when it goes in, and that being neces- 
sary, that fact of itself operates to limit the amount of currency 
that can be put into circulation. Now, you can put all the currency 
into circulation that the farmers may call for, so long as they have 
real estate security worth 40 per cent more than the amount of money 
they are asking for and you will not unduly expand our currency 
or inflate it, nor will you have a dollar of fiat money in existence. 
The farmer is not going to borrow that money at 2 per cent or any 
other rate unless he has the security. So that there is no danger of 
any fiat money under the provisions of this bill. 

Now, gentlemen, I am sorry to have taken up so much of your 
time, but I do hope that when you come to report a bill that you will 
report one along the lines of this measure — that is, for loaning 
Treasury notes directly to the farmer. 

Mr. Platt. Your theory is that there is not enough money in the 
United States? 

Mr. IiAFFERTYi There certainly is not enough money in the United 
States to do the business of the country. It results in the sale of 
credit to those who need money, and who do business after they buy 
the credit upon checks. The unearned interest goes to Wall Street 
and Broad Street. 

Mr. Platt. And State Street and Chestnut Street and two or 
three others. 

Mr. Laffertt. That is a drain upon the productiveness of every 
farm in the United States. If it were accurately calculated, it 
would mean half of the cost of living in the United States. 

Mr. Platt. The per capita circulation in the United States is 
something like $34. The per capita circulation in Germany is some- 
thing like $10 less. The rate of interest is a great deal lower there. 
The stock of money per capita is lower in Germany, and the interest 
rate is also lower. How do you account for that? 

Mr. Laffertt. Well, I doubt the statement about the money being 
less. 

Mr. Platt. There is no question about it. The United States has 
the highest per capita circulation of any civilized country to-day. 

Mr. Laffertt. That is true. But interest rates ai^e probably 
lower in Gjermany, because people over there are not doing much 
credit business, but are trading in commodities more than in the 
United States. 

Mr. Platt. I think if you will look into it you will find that it is 
because they have a fuller organization of credit than we have. 

Mr. Laffertt. Now, I was over in Germany with this rural- 
credits commission. 

Mr. Weaver. Were you a member of the commission? 

Mr. Laffertt. No, sir; but I was with them some time in Germany 
and Austria. Those people over there that were on the American 
commission, 70 people representing the commercial clubs and a few 
members appointed by the President, had an idea of coming back and 
recommending a bank of issue, a system of banks which could take 
real estate securities and issue notes upon them. But if that system 
were to be adopted the Government might as well issue the securities 
itself rather than have a middleman reap the profits. Now, since that 
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commission has arrived home and the head of the commission has 
consulted with the President they have changed their minds and do 
not know what they want, but they do not want a bank issue, it being 
s^tled that the Government is going to be the only bank of issue. 

Mr. Weaver. You have not seen their report. 

Mr. Lafferty. I have seen their volume of " Information and 
Evidence," but I have not seen their report. There is no solution of 
this problem in that volume. 

Mr. Seldomridge. Do you not think that the policy outlined in your 
bill would tend to depreciate farm property ? 

Mr. Lafferty. No, sir ; it would bring the prices up, and it would 
make them as they ought to be. This would make farm property 
the most valuable in the country. It would be a favored class of 
property. The President said in his annual address the other day 
that the farmers do not ask for special legislation 

Mr, PiiATT. Is not this special legislation where you loan farmers 
money and not laborers? 

Mr, Lafferty. Certainly; and the Glass-Owen bill is also special 
legislation, because it provides for loaning money of the United 
States to banking corporations and not to any other class of citizens 
of the United States. 

The Chairman. Do you think your measure would increase the 
values of farm lands in the United States? 

Mr. Lafferty. It undoubtedly would. 

Mr. BuLKLEY. Do you think that would be desirable? 

Mr. Lafferty. I do. 

Mr. PiiATT. Would that reduce the cost of living? 

Mr. Weaver. Would that help the poor man? 

Mr. Lafferty. If he could get money at a lower rate of interest, 
he could afford to pay more for a farm, and if his interest charge was 
reduced he could afford a higher price not only for farm land but 
for everything else. It would increase prices, but it is in that way 
alone that the public will ever get the money that is now going to 
Wall Street and Broad Street, and that is being expended in Europe 
by tourists to the tune of $250,000,000 a year. 

Mr. Pdatt. You spent some of that money there. 

Mr. Lafferty. But I did not spend any time riding around in atuo- 
mobiles or limousines. I did not spend any considerable part of that 
$250,000,000. 

Mr. Ragsdale. As a matter of fact, if a better system was inaugu- 
rated for the farmers with reference to cost of living, and the Gov- 
ernment paid more attention to matters of that kind, it would de- 
velop intensive systematic farming and thereby encourage them to sell 
at lower cost. 

Mr. Lafferty. I hope that you gentlemen, for all of whom I have 
the kindest personal regards, will report some such a bill as this. 

Mr. BuLKMiY. We have here Prof. Atkeson, of West Virginia, a 
member of the legislative committee of the National Grange. 

STATEMENT OF PROF. T. C. ATKESON, MORGANTOWN, W. VA. 

Mr. Atkeson. Mr. Chairman and gentlemen, I am not going to 
take very much time unless you prolong the time by asking questions. 
I was very much interested in the statement made by the Congress- 

89731—14 ^12 



176 BUBAL CBEDITS. 

man from Oregon. I object to one statement he made, however. He 
made the statement that the interest burden upon the agriculture of 
the country was added to the cost of production. Or, as I understand 
it, his intent was to say that it was added to the farmers^ profits 
above the cost of production. The objection I make to it is that he 
should have said " subtracted " from the farmers' profit. All these 
things tend to subtract from the little profit that we do get. This 
is not a new question to the farmers or the country, and so far as 
I am concerned, as your worthy chairman referred to me as professor, 
I will say that I have been connected with our agricultural college 
for over 23 years, and I was 43 years of age when I went there, and 
I made good on a West Virginia farm. 

At no time in my life have I been disconnected from a farm. I 
have spent most of my time with the University of West Virginia, 
lately in connection with my son. I happen to be master of our State 
grange and have been for 10 years, and incidentally have been as- 
sociated with the National Grange committee and its investigation 
of the credits, so far as agriculture is concerned, so that from time 
to time this matter had been considered by the farmers themselves, 
not by the people who Avent to Europe to investigate conditions in 
the old countries but by people who are investigating this problem 
at first hand, from actual experience and actual contact with the 
matter. So in a way I represent those people before this committee, 
and I have no particular scheme or plan, except in a general way, 
to present to the committee ; that is, I have nothing in the form of a 
bill. I have seen no bill that is entirely without objections, and there 
will be as many bills introduced in Congress as there are Congressmen, 

pretty nearly, before we get through with this matter. I have made 
; ust a few notes, and if tne committee will bear with me I will read 

hem and then I will be through, unless some members of the com- 
mittee want to ask me any questions. [Reading :] 

NATIONAL GRANGE AND FARM CREDIT. 

The subject of better and cheaper farm credit, in one form and another, has 
been before the National Grange for many years, and it has uniformly favored 
the lowering of interest on long-time farm loans, and, being a farmers' organ- 
ization, it has naturally been greatly interested in every proposition contem- 
plating that purpose. 

A good deal has been said the last year or two about the numerous European 
rural-credit systems, and much publicity has been given to them which might 
lead one to think the American farmers had never heard of them before. It is 
certain that much of this agitation is coming from people who do not represent 
agriculture in any sense. I refrain from going Into that. 

The fact Is, the farmers of the country are suspicious of any credit system 
that fits the conditions prevailing in European countries. President Butterfleld 
of the Massachusetts Agricultural College, who was a member of President 
Roosevelt's Rural Life Commission and a member of the grange from, his 
youth up, accompanied the recent Rural Credit Commission to Europe, and in 
a recent magazine article said of European conditions: 

" To the man whose boyhood was spent in an unsophisticated country com- 
munity the smoking of cigarettes by women is distressing, though in all logic 
he might not be able to render a reason. In some such way the native American 
Instinctively regards the field work of women so generally performed in all 
parts of Europe." 

It is argued, *' Why not? The work is no more degrading than kitchen work 
and no harder. Look at the results; strong, healthy women, numerous and 
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vigorous children, all the family working together for common ends; why not?" 
Well, why not? What shall you say against it? Yet you wonder if it is to 
come to America with the increasing number of immigrants accustomed to it. 
The facts are that in a country like Germany if the farm women should go on 
a strike, agriculture would be ruined ; already there is a scarcity of labor. If 
German agriculture should go to the wall, German industry would fall, because 
Germany relies upon itself for food. Modem Germany, with all its militarism 
and its industrialism, is, from the economic point of view, carried on the broad 
backs of German farm women. 

Another reflection induced by a journey through agricultural Europe is 
whether we must expect American farmers of the old yeoman type, independent^ 
landowning, highly intelligent, to be replaced by the peasant farmer, working 
skillfuly enough, but largely with his own hands and with apparenty small 
return. The peasant farmers of Europe, farmers who till from 2 to 7 acres, 
seem contented. Their homes are neat and tidy, and yet when you find that 
even in Denmark farmers sell their superior butter and eat oleomargarine, 
though It be good oleomargarine — 

They sell what they can and feed their hogs the balance, and what 
is left over they live on — 

and sell their fresh eggs in London and go without themselves, and when you 
find a very large percentage of Belgian farmers tilling only 2 or 3 acres apiece^ 
with a standard of living even below that of the city, you feel skeptical about the 
desirability of this sort of evolution. You do not know exactly why. These 
people use the land to good advantage ; from a national point of view the scheme 
is a success. But for some reason you keep thinking of the independent 
American farmer on his quarter section. 

Thinking of his quarter section, the American farmer in a democratic govern- 
ment Is trying to keep from being reduced to the European peasant condition, 
which compels him to make the best of a bad job. Mr. T. J. Brooks, who also 
accompanied the Rural Credit Commission, says : " The rural credit and urban 
systems of Germany had their origin in the dire necessities of the people." 
Desperation and the edict of the King drove the impoverished land barons of 
Germany to adopt a system of land banking that has been the means of securing 
capital on as favorable terms as the Government itself. Speaking of the ob- 
stacles in the way of the German farm-credit plans, Mr. Brooks says in his re- 
port to the Farmers* Union: 

** I think I would be derelict in my task if I failed to mention some obstacles 
in the way of adopting a similar system in this country : 

" 1. The United States lacks the purely agricultural village which enables the 
farmer to be familiar with the finances and character of his neighbor. 

" 2. The operation of banks for accommodation gratis is not apt to be assumed 
by Americans. 

" 3. The American farmer is a speculator, and speculation causes him to sell 
and move on. This and the tenant system produces a shifting population, 
whereas rural-credit banking thrives on a stable society. 

" 4. The principle of unlimited liability is distasteful to the American. 

" 5. To make unlimited liability effective requires the repeal of all exemption 
laws, which would be bitterly opposed by a great per cent of our American peo- 
ple. As the banks are primarily intended for the poor this class would hide 
behind our exemption laws and render unlimited liability ineffective. 

" 6. These banks are exempt from taxation, which would be opposed by cer- 
tain people and would be unconstitutional In some States. 

" 7. The small commercial banks will generally oppose the innovation, as they 
feel that it will curtail their business." 

Many other obstacles could be named, but the one paramount difficulty is the 
past and present independence of the American farmers. They are not yet ready 
to surrender to the conditions of tenants and peasants, and they will not tie up 
their debt-free holdings in any wholesale blanket-bonding scheme to secure the 
advantage of cheaper money for some one else. The man who really needs help 
is the landless tenant and farm hand and farmer*s sons, who would like to stay 
on the farm or get back to the land. 

Mr. Lafferty. That is so. 
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Mr. Atkeson. 1 refer to the fact here that a number of resolutions 
were oflfered, and I will read the whereases that precede two of those 
sets of resolutions: 

Whereas the commerce of this Nation is conducted upon a basis of $1 of cash 
and $8 of credit, and the cost of credit is a heavier burden upon agriculture 
tihan upon an^ other industry; and 

Whereas notwithstanding that the products of agriculture bear a more impor- 
tant relation to the necessities of the people than any other and the success of 
all commerce awaits the success of agriculture, the burden of the cost of credit 
upon agriculture has handicapped its progress and it has been the victim instead 
of the beneficiary of our system of credit ; and 

Whereas although the conditions surrounding agriculture are distinctly differ- 
ent from those of other industries, it has been compelled to acc^t terms and 
cost of credit unsuited to its needs, with the result that the highest courage and 
thrift of our farmers has often eventuated in loss of home and pitiful failure 
to thousands of them ; and 

Whereas farm tenantry, with its consequent probable depletion of production 
per acre, has increased from 25.6 per cent of all farms in 1880 to 37.1 per cent 
in the year 1910, which reveals a progressive and alarming advance toward 
landlordism, a condition which every nation on earth has found disruptive of 
peace and productive of internal disorder. 

In a resolution oflfered by a member from Vermont it is said : 

As the productive acreage in the United States is not keeping pace with the 
mortgage indebtedness or increase in population, and as the interest charge 
must be borne by all consumers, farm credits is a national issue. The present 
agricultural conditions are not attractive to our people, as is shown by the 
20 per cent. increase in population of the country compared with 100 per 
cent increase In the cities in the last 20 years. It is the duty of the Govern- 
ment to take care of our food supplies : Therefore, 

Resolved, It should carry out a far-sighted policy to conserve our agricul- 
ture. Our Government has guaranteed railroad bonds, given the railroad 
^,000,000 acres of land, furnished public funds to banks at 2 per cent interest 
or with no interest, used Government funds for irrigation schemes, and to aid 
agriculture in the Philippine Islands. Our Government can not delegate and 
intrust public policies to the greed and selfishness of all men. We should 
profit by the experience of the other countries of the world, especially those 
that are the most progressive. 

At Its last session the National Grange unanimously recommended the 
removal of all restrictions upon deposits in postal savings banks, and adopted 
the following resolution: 

"Resolved J>v the National Orange, That it favors loaning money deposited 
in postal savings banks directly to farmers and home builders at a low rate 
of interest, sufficient to pay the cost of the business under necessary restric- 
tions to insure safety." 

But the National Grange was not content to stop here. Several members of 
the National Grange coming from widely separated sections of the country, 
from Vermont to California, introduced sets of resolutions bearing upon rural 
credit with more or less similar purport. The National Grange committee 
which considered all the resolutions bearing upon farm credit said : 

"All the resolutions have been carefully considered, and realizing the im- 
portance of the subject of rural credits at this time, your committee has 
digested as best it could all the above whereases and resolutions, and after 
a full discussion of the many phases of the subject has decided to present 
to the National Grange the following resolutions with recommendation that 
fbey be adopted: 

"1. Resolved, That it is the opinion of the National Grange that any legis- 
lation for the purpose of bettering farm credits is a part of the national policy 
of conservation of food supply and as such the Goverment of the Nation 
should itself carry out this policy, and it can not properly be delegated to 
private capital for general exploitation and profit. 

"2. Resolved, That any farm-credit association which shall receive any 
privileges by or under Federal or State law should be composed of farmers 
and not by capitalists of high finance, who have heretofore dominated agri- 
cultural credit and created conditions which now demand relief. 
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"3. Resolvedj That any farm-credit plan which does not include a direct 
reduction of the * prevailing rates ' of interest, as well as a long term of small 
annual payment upon farm mortgages, will not meet agricultural requirements. 

"4. Resolved, That the Government of the United States should borrow 
money at a rate of interest not to exceed 3i per cent and lend the money at 
a rate not to exceed 4^ per cent to the farmers upon long-time farm-land 
mortgages with such restrictions as may be necessary to make the Govern- 
ment perfectly secure, and the profit to the Government to be expended in 
road Improvement or for some other object that will benefit the whole people." 

After full discussion these resolutions were unanimously adopted. 

Now, those four resolutions are general, of course ; but, so far as 
I know, they represent the farmers in this country. 

Mr. Weaver. Were they adopted by the grange? 

Mr. Atkeson. Yes, sir ; and we had in the city of Manchester last 
month the largest assemblage of farmers that ever convened at any 
time or any place. There were from ten to fifteen thousand of them. 
Five thousand four hundred and fifty-nine of them we tabbed up 
and charged them $1.50 for conferring the higher degrees of the 
order upon them. 

Mr. Woods. I would like to ask you a question. You speak about 
the Government borrowing money and loaning it to farmers. We 
have had a long discussion this morning about the Government 
issuing mone3^ 

Mr. Atkeson. I heard that argument. 

Mr. Woods. Would you be in favor of the Government issuing the 
notes and loaning them to the farmer? 

Mr. Atkeson. I have followed the money problem from the days 
of Peter Cooper and the greenbackers down to the present time, and 
really I do not care to go into the question of how the Government 
gets this money. If they can get it better than paying 3 per cent 
for it, or whether they issue it and secure it as suggested by the 
Congressman from Oregon, I would not undertake to say. I see no 
serious objection, however, to the argument of the gentleman from 
Oregon. I want to call attention to this fact: The farmers of this 
country are thinking about this matter, and they have put as con- 
cretely as they could the consensus of opinion into general resolutions. 
I feel sure that an overwhelming majority of the population of this 
country indorses this plan. That is the attitude of this organisation 
of farmers, containing in round numbers about a million people. 
It is very strong in many of the States, having over 110,000 in the 
State of New York. 

Mr. Plait. Is not the real problem of the American farmer the 
question of getting labor, and not credit? 

Mr. Atkbson. That is a serious problem. 

Mr. Platt. Is not that more important? 

Mr. Atkeson. Well, I can not say that, but I say it is unquestion- 
ably more important to the man who has not any debts and has a 
farm. When you consider the broad proposition of food production 
and the increase of food production and the retention oi a part of 
the population that ought to stay on the farms or inducing other 
people to go back to the farms, then this question of interest becomes 
paramount. 

Mr. Ragsdale. Also the question of a long-time credit on favorable 
conditions is one of the things upon which depends dividing up the 
big farms and the building of the small farms. 
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Mr. Atkesok. Certainly. 

Mr. Platt. Then the farmer wants long-time loans? 

Mr. Atk£SOn. Yes, sir. 

Mr. Platt. How long? 

Mr. Atkeson. There is a difference of opinion about that. Some 
people say 15 years. The payments ought to be in about 30 years. 
I would say that would be sufficient for the amortization, to pay the 
principal, and that ought to be kept somewhere around 6 per cent. 

Mr. Platt. You speak of the American farmer as a speculator. 
You say he sells his farm and wants to move along. Where would 
your 30-year loan come in? 

Mr. Atkeson. Every payment he makes becomes an asset, just like 
the land itself, and when he sells the land he does it with tnat much 
of the debt paid off. The man who buys it buys it with what remains 
unpaid. Every time he pays the interest and the IJ per cent on the 
principal, that much less remains to be paid. It may run for a hun- 
dred years, but he always has the privilege of moving off. 

Mr. Platt. Do you think the adoption of a system such as you 
suggest would increase or decrease land speculation? 

Mr. Atkbson. Well, I do not know that it would have much effect 
upon it. It might tempt some other people to buy land and attempt 
farming who would not attempt it under present conditions. 

Mr. Bagsdale. Would it not have a tendency to lead them to cut 
up their farms and subdivide them and sell them and therefore 
divide the land for the poor people and make homes for them? 

Mr. Atkeson. Now, a great example sometimes preaches a loud 
sermon. The master of the Illinois State Grange, who died last 
year, told me he had three sons, I think. Or assume that any other 
man was in the same position. Suppose he owned a good Illinois 
farm worth $300 an acre and that the oldest of his sons reached the 
age when he wanted to set up an establishment of his own. In this 
particular case he said to his sons that he would back them up if 
they wanted to buy a piece of land. Now, we will say a farmer 
is worth $3,000, to be moderate in the price, and that he has three 
sons and the three sons borrow money to buy a farm for the first 
son that wants to go to farming. But under this scheme he could 
go to the Government and, under the machinery that may be worked 
out in a bill, I think, get a mortgage of $1,000, and that son buys 
another farm and gets the other $1,000. I am assuming that it is 
two-thirds — 66f per cent. The farm boy goes to work on that farm, 
and in a few years another one of these boys wants to do the same 
thing, and the old man goes to the Government and gets another 
$1,000 and puts a mortgage on the farm, and that boy buys a $3,000 
farm, and they proceed as before. 

After this time the old man is ready to be translated, and he leaves 
his farm to the other son with this amortization scheme, and you 
have three vigorous American young men on the farm who would 
otherwise have hiked off on the railroads to the town, just as the 
sons of my Illinois friend did. The old man was depressed because 
the boys would not follow his lead. Now, I feel absolutely certain 
that this scheme would cure all such conditions. - 

Mr. Platt. Now, would one of those boys take the farm, even if he 
did not have to borrow money? 
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Mr. Atkeson. The third boy gets his farm, and they each have 
20 or 30 years to pay, until the amortization feature has paid off the 
debt. 

Mr. Platt. The experience in my country is that when a man dies 
and leaves three sons, even if the farm is clear, the boys sell the 
farm and go into town. They do not sell it because they have no 
money. 

Mr. Atkeson. Well, suppose he had a farm worth $3,000. He 
can not borrow money for the other two farms. 

Mr. PiiATT. Well, but why does not the boy who has the most 
property stay on the farm? 

Mr. Atkeson. That would be answered by saying that the farm- 
ing business in this country is less profitable than any other business. 

Mr. Platt. That is possibly true, but I doubt it. 

Mr. Ragsdale. The farm life holds out less inducement than any 
other occupation in America. 

Mr. Atkeson. Yes, sir; considering conditions. 

Mr. Platt. But is it not true that it is the glitter of the city that 
draws them in, whether they make more money or not? 

Mr. Atkeson. Well, we are inclined to give the electric lights, 
footlights, and automobiles credit for that. But then, the man in 
the country has long hours and hard labor and small income. 

Mr. Ragsdale. And fewer educational facilities. 

Mr. SEU)OMRmGE. I saw a little town in Kansas where they had 
over 600 automobiles. 

Mr. Atkeson. Well, that is one of the disadvantages of this 
scheme, that they might mortgage their farm to buy an automobile. 
Now, there are a few more remarks in my statement here. 

Mr. Ragsdale. All right; proceed. 

Mr. Atkeson. I call your attention especially to these four resolu- 
tions, and then I make a brief comment [reading] : 

When we take into consideration the fact that the National Grange repre- 
sents nearly a million members and hundreds of thousands of other farmers, 
it is only fair to assume that the farmers of this country know what they want 
and that they are unwilling to accept any imported scheme of rural credit, 
however well it may operate under European and motiarchical conditions. As- 
suming that they may be wrong in this, the fact still remains that they are 
entitled to first consideration, and should at least be consulted in regard to the 
matter. 

I would like to say that a number of people who have lots to say 
about it have ignored the farmer. I do not like to talk about that, 
however. 

Our farm lands are the best security in the world, and should be adequate 
security for the chea'pest possible long-time loans, but our farmers will be slow 
to collectively put their necks under the bondholder's yoke. Any law that de- 
pends upon collective initiative must take a long time to become effective in 
this country, if it ever does; but if we are to stop the blighting influence of 
increasing tenantry and townward movement and encourage the " stay on the 
farm" or "back to the farm" idea, and thereby check the increasing cost of 
living, something must be done that will become immediately effective and 
which may help the individual who may with his own initiative secure the use 
of money at the lowest rate of interest for a considerable length of time. This 
the resolutions adopted by the National Grange undoubtedly provide, and the 
plan would become immediately operative to every individual farmer who could 
meet the legal requirements without asking his neighbors to Join him in any 
blanket-bond scheme. 
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Now, the legislation on this subject must be of such character that 
the man who wants the money can go and get it on his own initiative 
with such collateral as he has to predicate the loan. 

Mr. SELi>OMRn)GE. Do you not think that one of the best ways to 
make farm life attractive and the agricultural business alluring to 
young men would be to have a cooperative development instead of 
turning to the General Government for relief ? 

Mr. Atkeson. If they could be induced to do it. 

Mr. SBUK)MRmGE. If we start by some method of national legisla- 
tion to take care of the farm by opening an easy way to the Treasury 
of the United States for money, why should we not do the same 
thing for the laboring mAn and the industrial worker ? 

Mr. Ragsdale. As a matter of fact, are not we doing a great many 
things like that for them ? 

Mr. Atkeson. Yes, sir ; undoubtedly. The question has been asked 
here, Why should not a man who wants to build a house in the city 
have the same privilege as the farmer? There is a substantial differ- 
ence between the two propositions, and I would not object to ex- 
tending that same privilege. But the first proposition to the man 
in the town is to get enough to eat. That is the situation every- 
where. Now, we hear a good deal said, and we read a good deal in 
the newspapers and magazines about the high cost of living, and the 
farmers are held responsible for not feeding the Nation at less cost. 
Now, the farmer is not a philanthropist; he is a farmer. Our na- 
tional Agricultural Department has figured out that the average 
income of the American farmer is $450 a year. Our own State made 
a survey in the last year, and taking the census report of the value of 
farm products in our State for a series of years, they figured out 
that the average gross income is only about $300 a year. Out of that 
the farmer pays for clothing his family. That, of course, does not 
include the eggs and milk and other farm products that he uses. 
He has to furnish his farm with machinery, and his gross income is 
about $300 a year. Now, that farmer is getting less than any city 
laborer gets, and when the man in the city pays the prices and buys 
the products of that farm, somebody has taken out about two-thirds 
of it. That is taken out between the producer and the consumer. 

Now, the Government is expending an unlimited amount of money 
to educate the farmer, and nearly every hot-air artist, if you will 
excuse that expression, says a good deal about the ignorance and 
stupidity and laziness of the American farmer, who produces only 
one-half as much per acre as any Belgian farmer. I get a little 
angry when anybody makes that statement. The Belgian farm is a 
farm of 3 acres, and the family — men, women, and children, down 
to the infant almost — are users of the hoe. To my mind that picture 
of the man with the hoe that Edwin Markham gave us is not over- 
drawn. Per acre unit in Belgium they produce twice as much wheat 
per acre. But per labor unit we produce ten times as much. Now, I 
do not want somebody to compare the foreign peasants with intelli- 
gent American machinery farming by free-born American citizens, 
representing the best type of American citizenship, at least so far as 
patriotism and loyalty is concerned. You never have to call upon 
the soldiers to put down American farmers. You always call upon 
the farmers in time of war and in time of tax paying. I do not 
want them compared with the peasants in other countries. That is 
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what we do not want to get at. That is what is held up by these 
hot-air artists. 

Mr. Pi-ATT. Right here. Is it your contention, if we should adopt 
some credit scheme similar to the European systems, that We would 
encourage foreigners to drive American farmers off of oUr fartns by 
buying them up ? 

Mr. Atkeson. Those schemes are workable, but I think it is only 
under conditions where it is practically hopeless, where they are 
making the best of a bad job. AH of you know the conditions of the 
peasants of Europe in a general way. They occupy a different rela- 
tion to the Government; their citizenship relations are always differ- 
ent. There is no chance for them to get out of their conditions; 
they become a part of the land they cultivate. They are tied to it 
almost hopelessly and helplessly so far as any independence is con- 
cerned. Now, under those conditions those people are forced by 
way of self-preservation to adopt some scheme of cooperative buying 
and selling. It has been said that they have cooperative selling of 
products of the dairy in Denmark. Dr. Butterfield tells us that they 
secured a larger price by selling their milk cooperatively, but in 
order to live by their butter they have to sell their butter and live 
on oleomargarine* My purpose in coming here was not so much 
to outline to this committee or to Congress the details of any scheme. 
I feel like every Congressman is a patriotic American citizen. 
I might be a little bit suspicious since I have read the Mulhall in- 
vestigation hearings, but my personal feeling is that every Congress- 
m an is a patriot and a statesman; that he has at heart the best in- 
terests of the common weal and the general welfare. Now, if I am 
not mistaken in that 

Mr. Weaver (interposing). The statement is most tod broad, I 
think. 

Mr. Atkeson. Now, the Congressmen here are the servants of 
the people. You will not forget that on election day, I hope. The 
thing that a Congressman wants above all other things is to serve 
his people, and that is what he is here for, if for no other motive 
than because he wants to come back here. This proposed legislation 
is practically new. This body of farmers has n^ade no specific rec- 
ommendation, except so much as may have been embodied in various 
bills that have been introduced. 

Now, it has been said that the commission that went to Europe 
did not make any recommendation in their report. When I read 
the message of the President of the United States the other day and 
all these discussions it reminded me of the story told by the professor 
of the New England University. Two bootblacks were passing a 
church and they heard a great commotion inside. One of them 
went in to see what was ^oing on there, and when he came out the 
other asked him, "Johnnie, what are they doing in there? " And 
Johnnie said, " They were not doin^ nothing. They were just using 
language." Yes ; they were just using language. Now, a good deal 
of this discussion has been just the use of language. I did not find 
in the President's message a single recommendation or suggestion, 
and I read it going down and coming back. 

Mr. Weaver. You stated somewhere in your statement that the 
great need of help, if I understood you correctly, was not so much 
for help to the man who already has a family and owns the land 



184 BURAL CBEDITB. 

and can get some kind of help from capital somewhere, not 
as good as he ought to have but still some help, as to the tenant who 
does not own any land, the poor man in the city who wants to get a 
farm. Now, I agree that that goes deeper than any other question, 
and if we help this class of people we will do a great deal toward 
the solution of this problem of rural credits. Have you any sug- 
gestions to make in regard to helping those people ? 

Mr. Atkeson. I think you are entirely rignt in the suggestions 
involved in your question. The man who is out of debt is able to get 
all the credit he needs practically because he does not need any. 
That is, he is independent. 

Now, the man who went to Illinois settled on Government land at 
$1 an acre or at nothing an acre and acquired title to it. If he is 
enabled to exist there, and his son after him, when that land goes 
up to $150 or $200 an acre he is well off, but he still owns the acreage, 
and his sons, as I illustrated a while ago, can not start out. So 
far as that is concerned, he is making more money, because his land 
came up to him from dollar and a quarter or " no price " land. He 
is getting more money in the aggregate than he got several years ago, 
but his land is not paying 1 per cent or 2 per cent upon its valuation. 
If that man leaves that land unencumbered his son is still well off, 
but when he has a number of sons they are compelled to go else- 
where ; they can not buy land at the present price and pay 6 per cent 
or 7 per cent interest. There will not be one case in five hundred 
where a young man buys a farm for $200 an acre and pays 6 per 
cent or 7 per cent interest on the money and lives long enough to pay 
it off. 

Now, the proposed scheme cures this situation. He can secure his 
money at 6 per cent for a sufficient length of time so that the amount, 
over and above the amount he has paid for interest, assuming it is 
1^ per cent or 2 per cent, will ultimately pay the debt. As long as 
he can pay that 6 per cent amortization and interest he is secured not 
only from the money changer but secured in wiping out the debt at 
the end of his payments, and so he stays there. 

Now, this is a crucial question. I would not advise any young man 
to buy a farm in this country at its present value and undertake to 
pay 6 per cent interest with any expectation of ever living long 
enough to ever pay it off. Of course, there are exceptional cases; 
but as a general proposition it is hopeless, and because of that hope- 
lessness we find great States like Iowa reducing their actual farm 
population and increasing their city population, and that is going 
to continue indefinitely. I know somebody will ask me, "Who is 
buying this land at these prices when these farmer boys can not do 
it but go off to the cities or somewhere else? Who is buying these 
lands? There are many people who are accumulating to themselves, 
by the taxing power that tney have through the interest offered, these 
farms in the country. In other words, the people who are buying 
these lands are making investments. Now, you will say, " How are 
they buying them?" I will answer that by another question, "Who 
is buying the coal lands of West Virginia which will not be devel- 
oped for a hundred years and never pays a cent of interest?" The 
man who has the money. The people who are buying these farms 
have no intention of developing them themselves; they iare to be 
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farmed by a foreign class of laborers, and we will soon have a system 
of landlordism equal to that which exists in Ireland to-day. 

Mr. Platt. You would not have a man borrow mon,ey when he did 
not need it ? 

Mr. Atkeson. The man who has the land and does not need the 
money in his business can afford to wait for what Henry George 
calls the unearned increment. But where the people do not expect 
to farm the land they are a tenantry 

Mr. Platt (interposing). In other words, speculators are buying 
the land ? 

Mr. Atkeson. Yes, sir. 

Mr. Platt. Do you think that is true? 

Mr. Atkeson. Yes, sir. Take the report of the last census and 
you will see that tenantry has increased from something like 18 per 
cent up to about 30 per cent in the last 10 years. I do not undertake 
to quote the figures accurately. Also taxe the State of Iowa, for 
instance, where, as I remember the figures of the census, the actual 
decrease in farm population is about 11 per cent while the total in- 
crease in the cities of Iowa runs up to something like 50 per cent. 

Mr. Platt. What do you think of the building and loan plan as 
applied to farmers ? 

Mr. Atkeson. I have not much confidence in any plan which gives 
any human being the power to control the problem. 

Mr. Platt. Tiiej are purely cooperative, or should be. 

Mr. Atkeson. xes; they are cooperative, but the people in the 
towns know more about the schemes and they get all the money. If 
somebody could limit the rate of interest, they would be better sit- 
uated. 

Mr. Platt. Why can not your grange get up a cooperative build- 
ing and loan association right in your community? 

Mr. Atkeson. All through Ohio people are putting their money 
into farm mortgages. I understand the life insurance companies and 
some others are investing their money in farm land. 

Mr. Weaver. You spoke of public servants. Congressman and other 
officers being the people's hired men. Then you adverted to the high- 
est hired man the people have, the President of the United States, 
and spoke of his message as being what might be called glittering 
generalities. I want you to tell me what you think of this sentence 
m his message of December 2, 1913 : 

The farmers, of course, ask and should be given no special prlyllege, such as 
extending to them the credit of the Government itself? 

Mr. Atkeson. The only answer I have to make to that is found in 
the four resolutions I read in my paper. As a further answer to 
that, I would say that the farmers do not ask this on the ground of 
its being a special privilege, and I would still further say what the 
Congressman from Oregon has said, that special privileges of a 
grosser character are already extended to certain people in this 
country who have the power of exploitation of other people. 

Mr. Weaver. And it is claimed that that is wrong? 

Mr. Atkeson. Yes, sir. If you will absolutely destroy all special 
privileges, then we say unqualifiedly that that is the true ideal of 
democratic principles. From the first act of the First Congress down 
to the latest act of the Sixty-third Congress the time has never been 
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when some individual with something to secure did not secure a spe- 
cial privilege. 

Mr. SELDOMRmoE. That is human nature. 

Mr. Atkeson. I am not questioning it. 

Mr. Weaver. What do you think oi the statement of Thomas Jef- 
ferson that the ideal government is a wise and frugal government, 
which will restrain all men from interfering with their neighbors, 
leaving them otherwise free to follow their pursuits, and shall not 
take from the mouth of labor the bread it has earned? 

Mr. Atkeson. That is undoubtedly true. The best government is 
the government that governs least. 

Mr. Weaver. That would deny special privileges to farmers, bank- 
ers, lawyers, school-teachers, and everybody else? 

Mr. Atkeson. Yes, sir. But the ideal is never comparable with the 
actual. When you deal with the actual you deal with conditions^ 
as Mr. Cleveland said, and not with theories. Now, the farm- 
ers are not asking special privileges. There has been a great 
hue and cry raised, which somebody is responsible for, about the 
high cost of food products. Now, if there is any scheme that has 
ever been suggested that will keep more people in the country to 
work the farms, it ought to be adopted. Many people in this coun- 
try are studying farming conditions besides the farmer. In all my 
30 years of study I have Known of no better scheme than the present 
that will have a tendency to keep on the farm men who eat and live 
and sweat in the open country air, the people who are used to the 
environment and all the conditions of the open country, and they 
are the people that ought to stay there. If you make it posablc 
for them to acquire and own the land they live on, which is the ideal 
condition of a land-holding community, you will do more than has 
ever before been done to make more stable our free institutions and 
break down the insidious influences of socialism and anarchy. If, 
somehow, you can maintain on the farm lands of this country the 
men who live and work and sleep there, you will do more than any- 
thing else on earth that can be done to maintain the civil liberty of 
the Nation. For, as Gibbon said in his History of Borne, when a 
country has begun to decay it soon tumbles down altogether. 

Now, we ask this action from Congress, not because it is a special 
privilege, but because it will help to solve one of the most gigantic 
problems that has ever come before a Congress — the conservation 
of food products and the maintenance of a high standard of farming 
conditions in the United States. 

Mr. BuijKiiBY. I did not quite understand vour opinion about the 
question that was raised by Mr. Seldomriaffe a little while ago, 
namely, in regard to the dinerence in principle between helping flie 
farmer in borrowing on his land and helping the city home owner in 
borrowing on his home. I think you stated there was some differ- 
ence in principle. 

Mr. Atkeson. I do not quite catch your thought. 

Mr. BuLKLiEY. Mr. Seldomridge asked why we should extend a 
system of borrowing for the benefit of farm owners and not for the 
benefit of city home owners, and, as I remember it, you said there 
was a difference in principle, but I did not hear what it was. 

Mr. Atkeson. The difference of principle is that the man in the 
city must secure his food products from the country; he can not 
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help being an equal beneficiary. In other words, it is more funda- 
mental to the city man to have these farms intelligently cultivated 
and occupied by farmers than it is to the farmer himself, because if 
the fanner works his farm he gets enough to eat, but somebody must 
feed the city man. Under the proposed scheme the man in the city 
who wants to have a home could go out into the country and estab- 
lish a home out there if he wanted to, and if it increases the number 
of farmers on the farms it will also have the effect of reducing the 
cost of food products to the city people. 

Mr. BuLKLiEY. You think it will reduce the cost of food products? 

Mr. Atkeson. Yes, sir. 

Mr. Eagsdale. In other words, it is a development of the system 
rather than of the individual? 

Mr. Atkeson. Yes, sir; for the common good; and therefore I 
say it is not a special privilege. The people in the cities of this 
country need this aid more seriously than the people on the farms, 
because it affects their food supply. 

Mr. BuLKLEY. What proportion of the membership of your State 
grange are owners of their farms ? 

Mr. Atkeson. Well, in my State I think practically every one. 

Mr. BuiiKLEY. What is the proportion in the National Grange? 

Mr. Atkeson. I could not say.. I have no statistics on that sub- 
ject, but most of the men in these organizations are men who own 
farms. 

Mr. BuLKLEY. So that that assemblage of 10,000 or more farmers 
that you mentioned was practically entirely composed of farm 
owners ? 

Mr. Atkeson. I would feel safe in saying that practically 90 per 
cent of them are farm owners. I do not say, however, that they are 
all free from debt. 

Mr. Bulkley. I understand that. 

Mr. Atkeson. Yes, sir. 

Mr. BuLKLEY. Now, do you think that such a plan as you have 
recommended here would tend to increase farm-land values? 

Mr. Atkeson. Well, I rather think it would, for this reason: As 
you increase the purchasers of any commodity in proportion to the 
quantity of the commodity you increase its value. Now, undoubt- 
edly you would increase the quantity or number of individuals seek- 
ing to buy land, and to the extent that that occurs land will have a 
tendency to go up temporarily; but ultimately it must go into the 
hands of people who have made their money elsewhere, while under 
this scheme land would go into the hands of people who need it to 
live on. That is an important consideration. Those are the general 
principles which I wish to impress upon you. We say that any farm- 
credit system must be kept out of the hands of any scheme or system 
of banks or bankers given the power to exploit and tax the food 
products of the country. 

Mr. Ragsdale. Could you keep it out of the hands of any bank or 
institution in which a farmer might have a controlling influence? 

Mr. Atkeson. I am just as suspicious of the farmer as anyone 
else. I am, of course, speaking generally. 

Mr. Ragsdale. Then you want the Government to handle this sys- 
tem of credit? 

Mr. Atkeson. Yes, sir. 
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Mr. Weaver. Do you think that the Government and the farmers, 
cooperating, could do it better than anybody else ? 

Mr. Atkeson. This is better than any cooperative scheme. The 
man who wants to get other people's money wants to gatiier all 
he can. 

Mr. SELDOMRmcE. Some of us think that the Government is doing 
too much, that it is working against the development of individual 
eflfort along all lines. We are trying to release the individuals so 
that they can work out their own destinies. 

Mr. Atkeson. You are right about that ; but this plan would give 
the individual the opportunity with Government aid, while the other 
system curtails his opportunities. 

Mr. BuLKLEY. I believe that is all, professor. We are much 
obliged to you. 

Mr. Atkeson. I feel inclined to apologize for taking up so much 
of vour time. 

(Thereupon, at 12.45 o'clock p. m., the subcommittee adjourned.) 
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Wednesday^ January 21^ 19H. 

The subcommittee met at 11 o'clock a. m., Hon. Eobert J. Bulkley 
presiding. 

Present: Eepresentatives Brown, Stone, Seldomridge, Hayes, and 
Piatt ; also Mr. S. H. Hobbs, chairman of the- legislative committee 
of the National Farmers' Union, and Mr. J. C. Kennett, a member 
of the legislative committee of the National Farmers' Union. 

Mr. Bulkley. Mr. Hobbs, we will be glad to hear your statement, 
in your own way, and then we will ask questions afterwards. 

STATEMENT OF MS. S. H. HOBBS, CHAIRMAN OF THE LEaiSLATIVE 
COMMITTEE OF THE NATIONAL FAEMERS' UNION. 

Mr. HoBBS. Now, gentlemen, I am not going to make a long- 
winded speech to you gentlemen. You hear them every day, and 
it is not our purpose to do that. We are here representing the 
National Farmers Union. We are here to ask you gentlemen to 
consider a system of rural credits whereby the farmers of this 
country can obtain loans at much cheaper rates of interest and on 
longer term time. As you know, the cost of living is getting higher 
every day, and we farmers claim one of the chief reasons why 
the cost of living is getting higher is because we can not get means 
to improve our farms, and our farm homes, so to speak; and we 
can not get the means wherewith we can buy the homes where the 
farmers live. As you know, tenantry is on the increase in this 
country. For instance, in North Carolina, where I live, 10 years 
ago the tenantry down there was 42 per cent. To-day it is 43 per 
cent. Therefore tenantry is on the increase. 

Mr. Hayes. Mr. Hobbs, is that true all over the country. It is 
not, is it ? 

Mr. Hobbs. Well, in Virginia it is a little on the decrease. In 
most of the States it is on the increase. 

Mr. Hayes. I thought it was not, but I might be mistaken about 
that. 

Mr. Hobbs. To prove we need a system of rural credits, I want to 
state this: There is nothing that shows the finances of the farmers 
as well as the martgages they have got on their farms. For instance, 
in North Carolina, where I live, 23.2 per cent of the value of the 
farms is under mortgage. The average in the United States is 27.8 
per cent, which goes to show that the farmers in the other States, 
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where they are supposed to have a greater rural prosperity, are more 
deeply in debt than down in my section of the country. For instance, 
in nie State of Missouri it is 28; in the State of Louisiana it is 31; 
in the State of Ohio, I think, it is 28 per cent, and so on, around 
27.3 per cent of the value of the farms that are under mortgage. 
That is the per cent of the mortgage indebtedness to the value of 
of the farms. And, gentlemen, under such a system of finance as 
we farmers have been having heretofore, we can not improve our 
farms and can not keep up the food supply to the point where we 
can feed this Nation. It is an utter impossibility. Therefore, the 
people, in this Nation are intensely interested in the farmers obtain- 
ing a cheaper rate of interest and longer term time, in order to 
increase the food gupply of this country and make it keep pace with 
the population. I know I am putting it a little strong, but I want 
to say this: I believe this country is almost on the eve of a bread 
riot. We are 800,0000,000 bushels of corn short right now. Our 
locd supply is intensely short, and if the Congress here does not 
give the farmers relief, so that we can increase the capacity of our 
farms, you gentlemen can see what is going to happen in the near 
future with millions of people coming into this country and the food 
supply not keeping pace with the population. You can readily see 
what is going to happen. I believe James J. Hill said a few years 
ago to the Americau people it would not be many vears before the 
American farms would not be supplying enough food to feed the 
American people. Everybody laughed at Mr. Hill and said he 
was mistaken; but, gentlemen, that very state of affairs has come 
about right now. It can not be controverted but what we are just 
in that condition right now. 

Now, we have studied the European plans and we have not seen any- 
thing yet which we believe will suit American conditions, because, as 
the gentleman over here said this morning, we are not peasants in 
this country. We are free-born American citizens*, and hence the 
plans over in Europe, while they suit European conditions, we do 
not believe those plans will work among free-born American citi- 
zens, where our farmer is an independent American citizen, so to 
speak, and carries £|,round a chip on his shoulder all the time. 

I have said our farmers have not asked heretofore for anything 
inconsistent with good business. In fact, they have been very con- 
servative. They have been long-suffering; tney have not tried to 
lake advantage of other people and do not want to take advantage 
of other people now. All the American farmers want is to have a 
square deal, so that they can be enabled to improve their farms and 
increase the food supply of this country and keep the boys and girls 
on the farms. 

Now, you can cry " back to the farm " all you want to ; but unless 
the farms of this country pay better than they are paying now the 
young men and the young women will not stay on the farms, but 
will go into those pursuits which have the appearance, at least, of 
paying better, even if they do not pay better. Now, those are our 
Tacts, and you know when the young man and woman leave the 
farm they rarely go back to it. They get into the towns and cities 
and there they help to congest the centers of population, thereby 
bringing on the probability of riot and disorder. It is the outcome 
of those congested centers. So, if you gentlemen will give us the 
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proper system of rural credits whereby we can give the farmer 
cheaper rates of interest and longer term time, we think we can keep 
the boys and girls of this country upon the farms. We know we 
can keep them upon the farms. But, until you do that, they are not 
going to stay there. 

We want to deal directly with the Government. We are tired of 
being exploited by the bankers and money-loaning sharks of this 
country. I understand there has already been several bills intro- 
duced hwe looking forward to a system of farm credits. I under- 
stand there is such a thing as the Fletcher bill ; I understand Mr. 
Bathrick has introduced a bill also. We have been reading some- 
thing about Mr. Bathrick's bill, and while it strikes me that his bill 
might not be everything that we desire, yet it has in it the great 
fundamental principles for which we stand. We would rather deal 
more directly with the Government, and under that bill the Gov- 
ernment will issue bonds, bearing not over 3^ per cent, and sell them 
at par, and loan to the farmers of this country directly at not over 
4^ per cent. Now, gentlemen, that may look a little bit like pater- 
nalism and all that, but, as you know, things that looked very pater- 
nalistic a few years ago have got to be not so much so these days. 
For instance, the United States Government in the Philippine 
Islands, as I understand, has established a bank over there whereby 
they help the yellow man directly. They help the farmers build 
their homes and improve their farms. I think they have a capital 
of something over $4,000,000. Now, gentlemen, if the United States 
Government can go 10,000 miles away from home to the Philippines 
and help the yellow farmer, I see no reason why they can not help 
the farmer in this country. 

Mr. Hayes. You do not claim the United States has issued bonds 
for that $4,000,000? 

Mr. HoBBS. No, sir; I do not mean that the United States has 
issued bonds for that $4,000,000, but they have placed the money 
there directly. 

Mr. Hayes. You claim, then, the $4/)00,000 has conie right out of 
the Treasury of the United States? 

Mr. HoBBS. We are not so wdl informed about that, but we un- 
derstand that there has been a bank establi^ed there with that 
amount of capital, whereby the Filipinos can get loans to improve 
their farms ; so we will not contend that point at all. 

Mr. Hayes. It is extremely important. I want to get your view- 
point. Do you advocate the issuing of bonds directly by the Gov- 
ernment of the United States? 

Mr. HoBBS. Yes, sir. 

Mr. Hayes. And make the banks loan it to the farmers ? 

Mr. HoBBS. In this Bathrick bill, as I understand, he proposes 
that the United States issue bonds bearing not over 3^ per cent, and 
to have the Secretary of the Treasury, the Secretary of Agriculture, 
gnd the Postmaster General, and two or three farmers of this coun- 
try constitute an agricultural board, and they will have agents 
through the country to investigate titles, etc., and this money will 
be loaned to the farmers at not over 60 per cent of the real value 
of the farm. 

39731—14 ^13 
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Mr. Hayes. Do you know of anything like that having been done 
by this Government or any other Government in the history of the 
world ? 

Mr. HoBBS. That would be no reason why it should not be done. 

Mr. Platt. Where would the money come from? Who is going 
to buy the bonds? 

Mr. HoBBS. The Government would sell them in the market, the 
same as any other bonds. 

Mr. Platt. Would it not just draw capital out of the rest of the 
industries of the country? 

Mr. HoBBS. There are a great many rich people who would like 
to invest their money securely in Government bonds at 3J per cent. 

Mr. Platt. What would be the effect of people all over the country 
were not doing anything at all but simply drawing interest on Gov- 
ernment bonds? 

Mr. HoBBS. What would be the effect on the people of the country 
if the people do not get relief from the possibility of a food and 
bread riot? 

Mr. BuLKLEY. Mr. Hobbs, have you calculated how much money 
might be needed to satisfy the needs of the farmers? 

Mr. HoBBS. We have not, exactly. In the long run it would take, 
probably, something like a billion of dollars to afford relief to the 
farmers of this country. 

Mr. BuLKLEY. Would it not take more than that? 

Mr. HoBBS. It might, in the long run ; but to start out with it we 
think a billion of dollars would bring relief to the farmers of this 
country. 

Mr. JBulkley. Do you calculate the Government could sell a billion 
dollars of 3^ per cent bonds at par at any time? 

Mr. HoBBS. Yes, sir. The United States Government's credit is 
good for $10,000,000,000, so far as that is concerned. 

Mr. Platt. That would simply draw the capital out of other in- 
dustries though, and, of course, would cut those industries off to that 
extent, and thereby decrease your demand for farm products, so that 
the price would go down and you would be as badly off as before. 

Mr. HoBBS. Even if the prices did go down a little, if we could 
get our money cheaper, we would make a bigger profit than bv pay- 
ing a higher rate of interest. Now, the average amount the farmer 
pays for money in this country is from 10 to 12 per cent. If we 
could get it at 4 or 4^ per cent, even though we would get a little 
less for our farm products, we would still be able to get a bigger 
profit than we do now. For instance, the report of the Government 
itself shows that the farmer only gets 43 cents out of a dollar, and 
the middleman 57 cents ; so I claim there is a big margin whereby the 
farmer could get a higher price for his products than he does now 
and still leave the middleman a full share. 

Mr. Hayes. Now, Mr. Hobbs, have you considered this : Of course, 
we legislate, and stand for all the people — ^not the farmers only. 
Suppose we do what you are asking us to do, and require the Secre- 
tary of the Treasury to issue bonds for upwards of $1,000,000,000 
and give the money to the farmers. How are w^e going to resist the 
demands of the laboring people of this country to give them money 
to build homes? We can not favor one class over the others. We 
have got to be just to all. 
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Mr. HoBBs. Gentlemen, we want to say this: Whenever you comp 
to deal with the food supply of this country, it is a question that 
vitally interests everybody ; and the laboring people we have spoken 
to are intensely interested in this farm-credit proposition, too. 

Mr. Hayes. Are you speakii^g officially now ? Is this the plan those 
labor unions advocate? 

Mr. HoBBs. It is about the plan, sir ; we are going to stand on. 

Mr. Hayes. I am speaking, now, of the national interests. This 
is the plan they favor that you are speaking of? 

Mr. HoBBS. As we understand it. That is about what we want. 

Mr. Platt. What is your objection to the United States Govern- 
ment printing treasury notes and lending them instead of borrowing 
money ? 

Mr. HoBBS. I only wish to say this, gentlemen: We are farmers^ 
pure and simple — raised on the farm — and not skilled in the ethics 
of high finance, such as you gentlemen are. We are going to outline 
here what we farmers want, and when it comes to tne questions of 
high finance, we will leave that to you people to discuss hereafter. 

Mr. PiiATT. There is a bill of that kind before us, as I understand. 

Mr. HoBBs. I presume you will have a plenty of them along that 
line. 

Mr. Hayes. Do you think, Mr. Hobbs, it will be for the advantage 
of the farmer, in the long run, or any other class of workmen, for 
them to depend upon the Government of the United States for 
money — the means that they need — to carry on their business? Do 
you think in the long run that it will be an advantage ? 

Mr. HoBBS. I have not the least doubt in the world, sir, but what 
it will. 

Mr. Hayes. Haven't we been able to build up our country, to fight 
the Indians and establish ourselves in this country, under the most 
trying circumstances? As a matter of fact, the very fact that we 
have been independent, and that our farmers are independent, is 
that not what made us what we are? 

Mr. HoBBS. I have never said the farmers were independent. 

Mr. Hayes. Yes ; you said a little while ago the farmer was an in- 
dependent American citizen. 

Mr. HoBBS. I mean he is an independent American citizen so far 
as his citizenship is concerned; but as far as financial matters are 
concerned he is the biggest slave that walks the earth. 

Mr. Platt. How large a proportion of the farms of the United 
States are mortgaged at all ? Not half of them, as I remember the 
census figures, are mortgaged. 

Mr. HoBBS. I have forgotten the exact percentage. I have the 
data in my grip down at the hotel, and I can get it for you. 

Mr. Platt. If that is true, that more than half of the farms are 
entirely unmortgaged, would not that argue that the farmers are 
pretty generally in a prosperous condition ? How many of the city 
homes m this country are unmortgaged? 

Mr. HoBBS. No, sir; it would not argue that the farmers pretty 

f generally are in a prosperous condition in this country. I do not be- 
ieve if you will take a reasonable amount of interest, say 6 per cent 
interest on the capital invested in the farms, and if the farmers allow 
themselves any fair and reasonable wage at all for their work — ^I do 
not believe the farms pay 2 per cent on the investment. 
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Mr. Hayes. They must be pretty poorly run, then? 

Mr. HoBBS. I know, gentlemen, you have been told about the rural 
prosperity in this country 

Mr. Hayes. I have been a farmer nearly all of my life. 

Mr. HoBBS (continuing). But I thi]\k it is the most mistaken idea 
in the world. You know as a rule the farmers do not count any- 
thing for their labor at all, and they do not count all the little de- 
tails that go into the expense of raising their crops. They never 
count labor at all, and if they would count the labor at a fair wage 
the farms would not pay 2 per cent on the investment. 

Mr. Hayes. But you people are hallooing about the high cost of 
living? 

Mr. HoBBS. That does not hurt the farmer, though. As I told 
you, what I said about the middleman getting 57 cents out of the 
dollar, and the farmer 43 cents out ol tlie dollar, would give the 
AuroMF reaspn Ipr just complaint. 

Mr. BeoKLBY;. Now, let me a^ you, Mv. Hobbs: Bk> you think the 
problems of rural credits af e connected with the middleman's profit ? 

Mr. HoBBS. We want to eliiminate the middleman's profit and the 
tremendous profits that come in there. We w&nt to get the con- 
sumers of this country and the farmers closer together; we want 
to bring the farmers and the purchasers closer together. 

Mr. ^ULKLEY. What is the connection between that and rural 
credits t 

Mr. HoBBS. Bural credits, by enabling the farmer to produce 
cheaper, will enable him to give his products to the consumer 
cheaper. 

Mr. BuLKLEY. How does that affect his relations with the middle- 
man t 

Mr. HoBBS. We are not able to say, sir, along that Idoie. We 
would like to eliminate as many as possible. In other words, we do 
not care for any connection with him at all except so far as we are 
boimd to deal with him. 

Mr. BuLKiiEY. I understand that, but I want to understand what 
connection it has with the immediate question before us here. 

Mr. HoBBS. I do not understand your question probably. 

Mr. BlBNNBtt. I do not think we claim it touches that question 
at all. 

Mr. BuLKLEY. It does touch the middleman's profit ? 

Mr. Kennett. No, sir. 

Mr. BuiiKLEY. You do not claim it would be affected by this spe- 
cial legislation? 

Mr. Kennett. No, sir. 

Mr. Hobbs. Mr. Bulkley, if you will give us a proper system of 
finance for the farm, we will^ attend to the middleman all right. 

Mr. Platt. You do not think, then, Mr. Hobbs, there is any other 
method of solving this, or that any method except the selling of 
bonds by the Government and the loaning of the funds to the 
farmers would help the farmers at all, such as a system ai farmers' 
banks? 

Mr. Hobbs. I do not see the difference, sir, in changing one set of 
masters for another. Men do not engage in the banking business for 
nothing ; they engage in it for the pro©; that is in it, and we will be 
the ones that will have to pay the profits. And if there is to be any 
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profit in tke loaning of the money at all we would rather let thfe 
profit go to the United States and to have it take the profit and 
build good roads, if it saw fit, so tiiat the farmer will be able to get 
the products to ike consumer cheaper. 

Mr. Seldomridge. What was the gro^s production of the farms Ifist 
V6ar ? 

Mr. HoBBS. I think something like $8,,000,000,000. 

M^. Seldomridoii. Bo yoii think ttiat it is impcJBsible for the pro- 
ducers of that capital to so coordinate themselves together into 
protective associations that they would hot be able to coilfrol the- 
return on their production? 

Mr. HoBBS. That would be, sir, one of the hardest propositions 
that BMJ group of men would have to contend with in thii world. 

Mr. SELDOMRmoE. Is it any more difficult than it ife to convince the 
Ameiicali p0t>ple tiiat the i*esourcei^ of the Government should be 
pladed ttt the ccnnmand of the farming class ? 

Mr. Hayes, Or any other class? 

Mr. SELDOBfRiDGE. Ycs ; or the laboring class or the commercial 
class. Is it any more diffi©ult to coordinate the agricultural forces 
of the coutitry to work for agricultural deVelopm^it than it would 
he for the entire interests of the country to be subordinated to a 
few inteltests of the coiilitry or to one particulur clas^? 

Mr. HoBBs. I want to show you why it is the hardest possible thing 
in the world to get the farmers to cooperate with each other on any- 
thing. I have been engaged in that work to try and organize farmers 
now for the last 10 years, and we have succeeded in getting but a 
stnftll portioh of the farmers into the alliance or the f armers° union. 
But that independent spirit, that American spirit that the farmer has 
within him is a great thing to overcome in order to get him to subor- 
dinate his liberty, so to speak-^his privilege— ^and go into a union 
whereby ftU j>ull together. It is a mighty hard matter to do it. 

Mr. Seldomridge. The very fact of faihire along that line, would 
net thai be an obstacle to the development of this nBtionoA interest 
in the welfare of the farmer ? 

Mr. HcBBS. That is an obstacle, and a very grave one; but here 
is the idea : What is the need of the people goittg into the philosophy 
of all these new ideas when a man has a hungry stomach? A man 
who has a hungry stomach is no man to talk philosophy to. 

Mr. Hayes. It sometimes teaches him a lesson to have a hungry 
stomach ? 

Mr. HoBBS. I understand ; but he is not even a man to have prayers. 
A man who is hungry is practically a mad man. 

Mr. PLatt. You do not think, theti, it is jiossible to organize coop- 
erative associations among the farmers such as they have in Europe? 

Mr. HoBBS. I want to tell you the farmers are not as intelligent 
along the lines of finance as some people are, for the reason that they 
have not ha^i any financial systetn whereby they might edufcate them- 
selves along that line. Hfence, in & cooperative association, the first 
time thefe Wfes a i^al made in it, the farmers would all be like a 
flock of sheep, they would all run out and you could not get them to 
come back again. 

Mr. SlitJOOiilMMHe. I think the ti-oubl^ htis been that the^ coopera- 
tive moveinents among the farmers have not had the protecting force 
of the proper men; that they have lacked in that development the 



196 BUBAL CBEDIXa. 

Iiigher conscience and patriotism that has been characteristic of other 
cooperative movements along other lines. 

Mr. HoBBS. That is true ; and again you have to consider that the 
farmers are not skilled in finance and can not be expected in a few 
years to become full-fledged financiers. 

Mr. Seijx)mru)GE. No; but we think here that some plan can be 
developed in cooperation with the farmers that perhaps might de- 
velop that intelligent interest among them which would work for 
their benefit. 

Mr. HoBBS. You know that progress is a plant of slow growth, even 
in this country. From Bacon's rebellion m 1676 to 1776, when we 
first declared our independence, it took 100 years; and from 1776 
until 1860 it took about another 100 years and a war to consolidate 
our Government. So progress is a plant of slow growth. 

Mr. Seldomridge. Let me ask you this question, Mr. Hobbs: If 
the Government, through its ability to command the services of ex- 
perienced men in financial and business enterprises, should place at 
the disposal of the agricultural class men of this intelligence, to 
cooperate and coordinate their financial resources and develop a 
scheme of cooperative benefit, don't you think that the farmers 
would realize more from that scheme than they would bv merely 
being dependent on the bounty and will of the Government 5 

Mr. Hobbs. We do not I'^ok upon it as being dependent on the 
bounty and will of the Government. When they go down to a hotel 
and pay for a dinner — whenever you pay for your dinner down 
there, you are an independent man, and so it would be in the case of 
the Government loaning money to the farmers, for which they would 
pay the Government. 

Mr. Seldomridge. But suppose he was not able to pay for the 
dinner out of his own pocket. Then, if he had to draw on Tom 
Jones or John Smith to pay for that dinner, would he still be in- 
dependent? 

Mr. Hobbs. He would be independent if he paid Tom Jones or 
John Smith for that money; and they are willing to pay the Gov- 
ernment out of their own pockets. 

Mr. SBLDOMRmoE. But you might just as well pay it to yourselves 
as to pay it to the Government. You might just as well save that 
interest as to give it to the Government. 

Mr. Hayes. I would just like to ask you a question here, pursuing 
the same subject: Don't you think if you gentlemen who are striving 
to get cooperation and help from the Government of the United 
States — don't you think if you spent the same amount of time and 
interest in getting the farmer to help himself instead of trying to 
get the Government to come in and boost him, you would make more 
progress? 

Mr. Hobbs. You gentlemen have the wrong idea about the farmer 
wanting the Government to boost him at all. We want the Gov- 
ernment to supply us with the wherewith to do this. 

Mr. Hates. Yes ; but the Government is not in the banking business. 
The Government is not lending money to anybody. 

Mr. Hobbs. Doesn't it in a sense loan money to the national banks ? 
Doesn't the Government sell bonds and get money which it loans 
to the national bank at a cheap rate of interest or allow them to 
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take it, and then the banks turn right around and loan it to you for 
a higher rate? 

Mr. Hayes. Oh, no; you are mistaken about that. The Grovern- 
ment never issues bonds except to pay its expenses. 

Mr. E[ennett. You loan money to the banks. 

Mr. Hayes. Oh, no ; we only deposit there money which we do not 
have immediate use for. It is merely temporary. 

Mr. HoBBS. This is no new thing. Don't you people take the 
money out of the Treasury and go out west and build irrigating 
canals and then sell the water to the farmers, and then let the farmers 
pay it back ? 

Mr. Hayes. No ; they do not. They do it by selling the land. 

Mr. HoBBS. Didn't you give the railroads 150,000,W)0 acres of land 
out there to build the railroads across the country. 

Mr. Hayes. I did not. 

Mr. HoBBS. I mean the Government? 

Mr. Hayes. You do not advocate that, do you ? 

Mr. HoBBS. No, sir; I do not advocate thatj but the fact is you did 
it, and I am showing you you have established a precedent back 
there whereby the Government has helped certain people direct, and 
we farmers come here and ask the Government to deal directly with 
us. It strikes me 

Mr. Platt. Why do you not ask your States to do it ? 

Mr. HoBBS. A great many of our States are not able to do it. 

Mr. Platt. The Government is only made up of all the States. 

Mr. HoBBS. I understand, but a State has not the credit that the 
Government has. And I know af States in this country that, if 
they issued bonds, they would not bring par. They would not bring 
par at 6 per cent, much less 3 or 4. 

Mr. Hayes. Now, Mr. Hobbs, if the Government went in the busi- 
ness of money borrowing to loan to the farmers, do you think the 
Government's credit would continue to be very good ? 

Mr. HoBBS. The Government's credit is based on the production 
of this country, and the more money you put into your land, the 
greater will become that credit, because the greater will be the in- 
crease of production. If I loan you $5,000 and you take that money 
and put it into the land and improve the land, is not the land better 
security .than heretofore? It strikes me it is. 

Mr. BuLKLEY. Yes ; but how much money is seeking investment at 
8i per cent? 

Mr. Hobbs. I do not know about that, but I have not the least 
doubt in the world but what the Government could practically supply 
all the money that is necessary at 3^ per cent, because its credit is 
good all over the world, and these rich men having money to loan 
would prefer to loan it on a long time and a stable basis. 

Mr. Platt. Do you not suppose that every one of those men is 
going to invest in a higher rate than 3^ per cent, if he can get it? 

Mr. Hobbs. They have not the same security. 

Mr. Hayes. Don't you think he could invest in equally good secur- 
ity at more than 3^ per cent? 

Mr. Hobbs. He might get more by investing it in railroad or other 
stocks, but he is not going to invest it in railroad stocks, because he 
is liable to have the stock go down to 50 cents or less on the dollar 
at any time. 
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Mr. Hatss. But men do invest in railroad stocks ? 

Mr. HoBBS. But he would invest in other things, which would 
not be up one day and down the next^ subject to the will of tihe 
gamblers. He would prefer to invest m United States bonds, be- 
cause the security is as stable as the earth itself. 

Mr. Btjlkmit. Mr. Hobbs, that might be better for them, but if 
they want to take the chance and get a higher return, don't you 
think it would be a pretty hard job to induce them to take a lower 
return t 

Mr. HoBBS. You might have those things to contend with, and I 
am not able to answer for the rich men of this country and the men 
who have money. I am only here to show you what the farmers 
believe would result if this scheme was put in practice, 

Mr. BuLKLEY. Yes; but you are assuming that 3 J per cent bonds 
could be sold at par, and you have not lookra at it very carefully. 

Mr. HoBBS. No, sir; we have not looked at it very carefully. We 
only make that suggestion. 

Mr. BxjLKLEY. I do not know the answer to it myself. 

Mr. HoBBS. I do not know, and I do not believe anybody else does. 

Mr. Stone. I know a few months ago I was talking to the Assist- 
ant Secretary of the Treasury, and he said the country could not 
absorb over $50,000,000 a year covering a period of years at 3 per cent 
bonds at par. 

Mr. HoBBS. I am not advocating that we issue at once a billion 
dollars of bonds. You misunderstand me there. 

Mr. BuLKLEY. I understand 

Mr. HoBBS. But if the farmers need this money, you could issue 
the bonds as the money was required. 

Mr. BuLKLEY. I understood you to say that it would issue a 
billion dollars of bonds right away ? 

Mr. HoBBS. No. 

Mr. Hayes. Mr. Hobbs, the farmers can get money at some price, 
if they need it, if they have the security to oflfer. You would not 
expect them tojget the money unless they have ? 

Mr. HoBBS. Oh, yes, sir; they can get it anywhere from 6 to 18 
per cent. 

Mr. Hayes. So that really what you want is some scheme whereby 
the farmer can get his money at a cheaper cost? 

Mr. HoBBS. I want some plan whereby the farmer can get his 
money at cheaper interest, and we would rather deal directfy with 
the Government than individuals. 

Mr. Platt. You are talking about mortgage loans entirely, not 
short-time loans. 

Mr. HoBBS. Of course, we would have to give a mortgage on the 
farm if we borrow money. 

Mr. Platt. You are not talking about short-time loans for one 

season ? 

Mr. HoBBS. You would naturally have to work out with this 
scheme of long-time loans a scheme for short-time loans, too. The 
great need now is to get long-time credits. Of course, they have 
to have short-time credits provided too, but I want to say this, 
gentlemen, that a 90-day loan to a farmer as a business proposition 
IS not worth much. 

Mr. Hayes. How about six months ? 
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Mr. Ho^s. A six-months' loan is not wc^th much, either. 

Mr. SELDOMRiDaB. Ten years? 

Mr. HoBBS. That is better. 

Mr. BxTLKLEY. What do you mean by " short term " ? 

Mr. HoBBS. Ninety days or three months. 

Mr. BuLKLEY. You said short-term credit. You don't mean six 
months and nine months? 

Mr. HoBBS. Sometimes a farmer needs money for 60 days, and there 
are instances in which the farmers do have to fiave short-term credits. 
But the great crying need now, to make the farms more productive, 
is to hsctQ long-term credits. There are instances where the farmers 
need short-term credit, but as a business, as a productive proposition, 
so to speak, in increasing the productive capacity of his farm, a short- 
time ci*edit is not worth mticn. 

Mr. Platt. For how long a term does the farmer want mortgage 
loans? 

Mr. HoBBS. Why, they would run anywhere from 5 to 10 or 20 
years, to be paid back in installments, on the amortization plan. 

Mr. BuLKLEY. Do you advocate amortization ? 

Mr. HoBBS, Why, they would have to be paid back in installments. 
How could they pay them back in any other wav ? 

Mr. BuLKLEY. They could pay them back by either borrowing 
from somebody else or selling on some of their land. But what I 
want to know is if you advocate the amortization plan ? 

Mr. HoBBS. Yes, sir; I would advocate a plan whereby the loans 
could be paid back over a long time and at stated times— the amortiza- 
tion plan. 

Mr. Platt. You think 10 or 12 years would be the average ? 

Mr. HoBBS. It might be 20 years. 

Mr. Hayes. Do you think the farmer is going to advocate a plan 
where it would take him 20 years to work himself out ? 

Mr. HoBBS. I think at any time he saw fit he should be allowed to 
repay the loan. 

Mr. Haye,s* Now, let us pursue your suggestion a little bit further. 
Have you worked it out to see what an army of inspectors and public 
officials it will take to spread around a billion dollars of money oii 
farms in this country ? 

Mr. HoBBS. There would be some salaries; it would take some men, 
of course, to handle it. 

Mr. Platt. The expenses would have to be charged against the 
farmers? 

Mr. HoBBS. Yes; the farmer would have to go to some expense. 
For instance, we have the Torrens system of land registration down 
in North Carolina. It is optional, and if you don't wish to trace up 
your land title you do not have to go to that expense. But after you 
do go to that expense you are shut of it for all time, and we do not 
have the lawyers fees to pay time and time again. Stilly the farmers 
have to pay for that. 

Mr. Hayes. Are you sufficiently familiar with the operations of 
Government employees, some of them especially when they are not 
under supervision, out in the field, and do you know how little work 
they do tor a day's work at all times? 

Mr. Hobbs. That is true of all liumanity. 
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Mr. Hayes. I only wanted to know if you had looked into the 
vast army of employees which would be required in order to place 
this billion dollars on the farms in this country ? 

Mr. HoBBS. No, sir ; but I would not be in favor of paying the 
employees large salaries, or allowing any graft at all. I would be 
in favor of making the men getting the salaries show the goods. 

Mr. Hayes. But you would have to have some organization to look 
after these matters. 

Mr. HoBBS. Why, in the Bathrick bill, we would have the Secre- 
tary of the Treasury and the Secretary of Agriculture, and perhaps 
the Postmaster General, and two or three farmers, say, looking after 
two or three sections of the country, and then you might take the 
post-office inspectors, and so on down. Now, the post-office inspectors, 
they are out among the farmers and know what his land is worth; 
and if the farmer were going to make a loan, he would have to give 
all the different details of what is on the land, you know. 

Mr. Hayes. Do you realize if your idea should ever be carried out 
we would have to have a department of the Government with more 
employees and more business to look after, probably, than all the 
rest of the Government departments put togetner ? 

Mr. HoBBS. I do not think so, sir. 

Mr. Hayes. I do not see how it could be handled in any other way. 

Mr. Platt. What would be the average loan a farmer would want 
on a farm in your country ? 

^ Mr. HoBBS. I do not know as I could exactly answer that question, 
sir. Not any great sum. 

Mr. Platt. A couple of thousand dollars? 

Mr. HoBBS. I do not believe it would be that big. Probably 
they might have farm-credit societies established whereby these 
loans could be made to a dozen or more farmers at one time, and 
they could give a joint note and, so far as that is concerned, a joint 
mortgage. 

Mr. Platt. Now, you are getting down to the European system. 

Mr. HoBBS. I understand. I say it might be worked out that w^ay. 
What would prevent Mr. Kennett and I, if we wanted to borrow 
money from the Government, if we chose to do so, linking in together 
and giving a joint mortgage on both of our places and borrowing a 
thousand dollars or two thousand dollars? 

Mr. Hayes. If you could get the farmers to go into an association 
and deal like that you do not need the Government. You could bor- 
row money anywhere. 

Mr. HoBBS. There is the trouble I spoke of awhile ago, in getting 
the farmers into these societies. It is a very difficult matter to do 
that. With all of our efforts in the last 10 years, we have only been 
able to organize but a small per cent of them into the two associa- 
tions — ^the Farmers' Union and the Farmers' Alliance. It is quite 
a difficult proposition. 

Mr. Platt. You have been trying to get them to cooperate and 
control prices, but you have not been trying to get them to cooperate 
and borrow money. 

Mr. HoBBS. Yes, sir; we have been trying to get the farmers to co- 
operate in the selling of their products andbuymg goods — seeds and 
fertilizers. The buying of fertilizers, that is a great big proposition 
down in the Southern States, you know, and we are trying to get 
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the farmers to join together and buy fertilizer in large quantities in 
order to effect a saving, and they do do it to some extent. But you 
do not get one farmer out of five to do that. It is a hard proposition 
to get farmers together in a thing like that. I believe, sir, for a plan 
to be carried out — to be of any benefit to the farmers at all — that the 
Government will have to deal with the individual. This dealing 
with societies it is so hard to bring about. 

Mr. SELDOMRmoE. Mr. Hobbs, we appreciate the value of your 
suggestions, and the committee is only too glad to hear from you 
because you are right next to these problems and acquainted with the 
needs of the farmers. Do you not believe that the Government now 
could go to work and remove, by legislation, some of those burdens 
that the farmer has to-day, especially in the way of unlawful com- 
binations that have oppressed him in the selling of his products and 
have controlled his markets and imposed most burdensome transpor- 
tation charges upon him, and in many ways relieve the handicaps 
under which he is laboring, and then allow him to finance himself? 
Don't you believe they could work along that line now to much better 
advantage than attempting, by some wholesale legislation, to pro- 
vide him with capital? Would he not be just as badly off if he got 
the capital with those other hindrances and encumbrances upon him 
as he is to-day? 

Mr. HoBBS. I wish to say, sir, whenever you wish to enact legisla- 
tion to keep those fellows from exploiting us, we are heartily in favor 
of such legislation. We are glad to hear the President's message. I 
sat and listened to it with much pleasure, and I think he is pursuing 
the right course. Yet that woula not give us the money. But what 
you speak of must go hand in hand with any provision for the 
financing of the farmers of this country before the farms can be made 
to respond. -t, 

Mr. BTJLKLEY..Mr. Hobbs, do you think this plan you have sug- 
gested would actually result in a decrease of the cost of living ? 

Mr. HoBBS. Yes, sir ; there is no doubt about it. 

Mr. BuLKLEY. How would that work out ? 

Mr. Hobbs. Well, by the increased production on the farms. Then, 
the law of supply and demand would naturally step in. 

Mr. BuLKLEY. How do you get the increased production ? Do you 
mean more money will be borrowed and better methods will be used? 

Mr. HoBBS. For instance, I am a farmer. Say I had 500 acres of 
land. With the capital I have now, I am producing a certain amount. 
If I had a larger amount of capital, I could increase my capacity. I 
could have better farm machinery — just like a railroad equips itself 
by buying better rolling stock. It would increase it that way, and 
thereby make the farm produce more, and the farmers would have 
a more comfortable home to live in ; and, as I told you here a moment 
ago, my children would be glad to stav upon that farm because it 
would be a pleasant place to live, and it would be a comfortable 
place to live. 

Mr. BuLKLEY. Then, to a large extent it is a question of getting 
more money? 

Mr. HoBBS. It is a question of getting more money and getting it 
so that the rates of interest will not be so high as to eat up all the 
profits on that farm. 
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Mr. Buuu^T. A lower rate of interest>^o yom thiiA: thst would 
result in the farmer borf owing more inoney } 

Mr. HoBBs. Yes, sir; he would use a great deal more theib than 
now, because he can not get it exo^t at high rates, to in^ltove his 
home. 

Mr. BuLKLBT. And you think he would borrow that f<M* ike pur- 
pose of improving his hornet 

Mr. HoBBS. I have not any doubt of it. 

Mr. BtTLKLifiY. And you think he would use it for the purpose of 
betteidns the farm? 

Mr. HoBBfik The Gov^rnmeii4 should see ifhat it waH ttded for tiie 
purpose of bettering the farlkis. 

Mr. BniiKiiEf. Suppose he did not; then What? 

Mr. HoBBS. These inspectors going ov«p the country would see 
that the farm was not building up. 

Mr. Hatbs. How could he unless he stays there aad watahes the 
expenditure of the money? 

Mr. HoBBS. Oh, he would see it by the improv^lnents oti<tiste {>lace. 

Mr. BuiALteY. Su^po^e he did see that a man was not improv- 
ing his farm ; what would he do ? 

Mr. HoBBS. It ought to be provided that whenever the man did 
not do that, but squandered the money, the mortgage ccHdd be fore- 
closed. 

Mr. BuiiKLET. You mean the mortgage would coite du6 imme- 
diately provided he did not use the ihoney i6t the imptovfeBaent of 
the farm? 

Mr. HoBBS. I think, sir, that you should put in something like 
that. 

Mr. Plait. Suppose you had a million dollars ui your own hands 
to loan men on farms, do you think you coul(J^ see that they were 
using it intelligently ? 

Mr. HoBBS. I might n'ot be able to set whether they were using 
it intelligently, and all that, but I could see whether they wei^e using 
it to improve the farms or not, and I would make that a condition 
in writing. 

Mr. Hayes. But the Secretary of the Treasury could not see? 

Mr. HoBBS. Yes ; but the officials could see. 

Mr. Hayes. Yes; but there would have to be men there every 
month or so looking after that, and what I atn talkihg about is the 
number of employees Uncle Sam would have to have. 

Mr. HoBBS. You might as well say the same thing of the revenue 
business. For example, you have your revenue agents in the moun- 
tains of North Carolina and you have to send men anOiHid to see 
whether the boys are making liquor or not, and every oiwJe in a while 
you catch a fellow and put him in the penitentiaiy. But if it were 
not for the revenue officers going around what would the service 
be worth? 

Mr. Hayes. That is part of the cost of collecting the revenue. 

Mr. HoBBS. Yes, sir ; and tiiat is so in everything where the Grov- 
ernment is interested. 

Mr. Hayes, This would be a part of ih» cost to the farmer*. 

Mr. HoBBS. Don't you have national-bank indpectors to examine 

the banks? 

Mr. Hayes. We do in a way. 
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Mr. HoBBS, They go around, and it is presumed that they go 
around to see whether everything is carried on all right or not. 

Mr. Hayes. It is a question of how often they go around. 

Mr. HoBBS. I knpw they go abound to the St»te banks in North 
Carolina; and you b»ve your post-office inspectors to ^ aw>und. too, , 

and our local postmasters msry have- an inspector come m at any time, I 

aad they have to be ready. They are not told when the inspectors 
are coming. You have to have these inspectors in everything the 
Government goes at. 

Mr. BuiiKLEY. Now, Mr. Hobbs, if we should provide a large 
amount of capital to be used in running the farms, with the under- 
standiBg that it was to be used in improving the farms, and at a 
low rate^ of interest, what effect would that have on farm-land 
values? 

Mr. HoBBS. Well, I think we figured that out. 

Mr. Kjjnnktt, The interest charge amounts to about 37 cents per 
acre. 

Mr. BtFLKLEY. What is that; a general average for the United 
States? 

Mr. Kennett. Yes. 

Mr. HoBBs. In 1890 the average nuni^ber of acres in farms in this 
coiiifntry was 146 acres. The average farm now is 138.1 acres. The 
average farm mortgage in 1900 was $1,224 a farm- and the average 
mortgage in 1910 was $1,720 a farm. Now, this is your Government 
report here, showing all of that. Now, on this $1,720 

Mr. Hayes. Have you got the figures showing the proportion of ^ 
the farms or what proportion of farms have any mortgage on them 
at all? 

Mr« HoBBg. I have not here ; I could get it. 

Mr, BTFLKLEY. Do you know how you arrived at that figure of 
37 cents an acre as the increase in land values? 

Mr. HoBBS. Well, we supposed here that you would reduce the 
rate of interest 3 per cent on that farm mortgage. 

Mr. Retlkley; Suppose you did? 

Mr. HoBBS. You multiply that 3 per cent now by $1,720 and it will 
be a saving there of $51.60, so that me farm would be worth just that 
much more. 

Mr. BuiiKLEY. It would be worth that much more 

Mr. HoBBS. It would be worth $51.60 more by savii^ the 3 per 
cent. 

Mr. BuiiKiJEY. I understand that; but you see the annual charge 
would be reduced that amount. 

Mr. HoBBS. You see, your mortgage was $1,224 in 1900, and 
$1,720 in 1910. 

Mr. Bulkley. Yes. 

Mr. HoBBS. Now, you reduce the rate 3 per cent, you make a re- 
duction of 3 per cent, which would mean a saving of $61.66. 

Mr. BxTLKMiY. You save $51.66 every year, then ? 

Mr. HoBBS. Suppose vou did ? 

Mr. Hayes. You donx save it just once, you save it every year? 

Mr. Hobbs. Suppose you did. Does that increase the value of 
that farm very much greater by saving that amount} 

Mr. Hayes. Certainly it does. 
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Mr. BuLKLEY. I am trying to find out how much you think it 
would increase the value of it ? 

Mr. HoBBS. A little above $50, probably not that much. That would 
not be a great big increase, but the productive capacity of the farm 
would be a great deal more than that if the farmer could get money 
and not have to pay that high rate of interest. 

Mr. Platt. Suppose that money is annually worth 5 per cent. 
Would that saving not naturally increase the value of the farm 
$1,000 ? 

Mr. HoBBS. It might be a speculative increase; but I am talking 
about actual increase. 

Mr. Platt. You are asking us to ^ve the farmers a special 
privilege and a lower rate of interest than anybody else gets, and 
if you effect a saving of $50 a year, are not you going to add $1,000 
to the value of your farm? 

Mr. HoBBS. We are not asking for any special privilege. 

Mr. Platt. Other people are not able to borrow money at 3 and 4 
per cent, and consequently the general rate of money will be higher 
than it is now ; don't you know that ? 

Mr. HoBBS. I do not know that. 

Mr. Platt. It can't be otherwise. It amounts to the taking of 
so much capital out of the other industries in the country and put- 
ting it into the farms? 

Mr. HoBBS. It looks strange to me, if you allow other people to 
get hold of their working capital at cheaper rates of interest, that you 
should not do it for the farmers. 

Mr. Hayes. Where do we do that ? 

Mr. HoBBS. The national banks of this country come in and buy 
bonds of the Government, and then they turn around and have the 
Government issue monev on the bonds and then the banks loan it 
back to the people. 

Mr. Hayes. If you have bonds you can borrow on them, 

Mr. HoBBS. Up until this recent currency bill passed here, the 
farmers of the country were not allowed to borrow money from the 
national banks at all on real estate. 

Mr. Stone. This recent currency system changes the method of 
loaning banks that buy bonds. It has discontinued the practice, 
rather than extended it. 

Mr. HoBBS. And in that bill you have provided that certain 
farmers can borrow money at national banks. 

Mr. Hayes. Do you mean to say that the farmers have not the 
same opportunity of borrowing money from national banks that 
everybody else have ? 

Mr. HoBBS. If you take the proper security, you could. 

Mr. Hayes. If you have the security the national banks will loan 
to you or anybody else, and it is not a discrimination in any way. 

Mr. HoBBS. I told you awhile ago that we are not up on the fine 

Eoints of finance. We are here to tell you of what is needed to 
ring relief to the farmer and to increase the food supply. Now, if 
the Congress here is not interested in increasing the lood supply of 
this coimtry, if in the future the farms fail to respond to the in- 
creased food consumption, then we feel we have done our duty in 
coming here and making this statement. 
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Mr. BuiiKMJY. I understand you are going to submit figures show- 
ing the probable increase in the food supply ; is that so ? 

Mr. HoBBS. Yes, sir ; I think in the future we will be able to submit 
to you the figures showing the actual conditions of our farms, and 
what we propose it will do. As I told you, this meeting here to-day 
is merely a preliminary meeting whereby we wish to put ourselves 
before Congress here as asking that something be done for the 
farmers. iTow, we have not gone into all of the details, and we 
thank you gentlemen very much for your kindness in hearing us 
to-day. 

Mr. Stone. Mr. Hobbs, do you think that the getting of a cheaper 
rate of interest by the farmers will increase the price of land apart 
from the improvement of the land? 

Mr. HoBBS. Well, it seems that in the old countries it did not, in 
the rural lands improved over there. The fact that the farmers in 
the old country got a cheaper rate of interest did not increase the 
price of the land. 

Mr. Stone. Do you not think it is reasonable to expect the price 
of farm land will go up if it is possible in loans on farm land to 
get a cheaper rate of interest? 

Mr. HoBBS. Suppose it did increase it some, and it would enable 
the farmer to go and buy a piece of land on a long-term time. Sup- 
pose there is a piece of property out here which can be bought for 
$2,000 if I have got the cash, and if I have not got the cash the price 
is $2,500; if they will give me 10, 15, or 20 years to pay that, I 
can come across all right, but if I have got the cash I can take the 
advantage of the lower price. 

Mr. Stone. But if it causes the price of land to go up, will it not 
be necessary for that land to produce more, in order to get a proper 
return on the increased value of the land ? 

Mr. HoBBS. No, sir ; because the cost of the finances that goes into 
the production of that foodstuff will be at such a low rate that we 
could even then still produce the foodstuff for less, and we would 
get a bigger profit out of it. 

Mr. IL^YES. But what Mr. Stone is getting at is this : Your show- 
ing here of $50 saving in interest en a 138-acre farm means that you 
would save 5 per cent interest on $1,000. Now, is it not fair to 
assume that that valuation will be added to your farm ? 

Mr. HoBBS. I said a while ago that about $50 would be the amount 
that would annually be added there, for a time at least, by the saving 
of the interest. 

Mr. Hayes. I am in the same boat that Mr. Stone is. I do not 
see where there would be any advantage and any chance to lower 
the cost of living or enable a man to buy that could not otherwise 
buy, but it would increase the value of his farm. 

Mr. HoBBS. We are not asking you to increase the value of our 
farms, but we are asking you to give us an opportunity to increase 
the productive capacity of the farms. We do not want to sell our 
farms. As I said a while ago, we want to keep our farms and let 
our boys and girls stay on the farms. We are not trying to raise 
the value of the farms; we are trying to raise the productive capacity 
of the farms, to raise the food supplies so as to feed the people of 
this country. 
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Mr. Platt. Does it not seem to vou, Mr. Hobbs, that the only way 
lo loan money on a nftortgage safely is to loan it through agents and 
through local cooperative societies? Otherwise how could the Gov- 
ernment ever get an inspection of the millions of farms in the coun- 
try, as it does the 7,500 national banks? 

Mr. HoBBS. I am not able to say precisely. As far as Mr. Kemett 
and myself are concerned, we would probably not borrow m^acb. from 
the Government. We would not need it. "But the average farmer 
would. 

Mr. Hayes. Do you think the practical farmer very often does 
borrow money? If he is energetic a man can jg^ ahead, anyhow. 

Mr. HoBBS. Yes, sir ; there are a great many oxthat kind who borrow 
money; there are a great many energetic men who have not the capital 
to buy the machinery to improve the output of the farm, «nd there 
are a great many of that kind that want to improve the farm and 
want to do a great many other things to improve the value of the 
farm ; but the energetic man won't get the money if he has to go to 
the loan sharks, as we have to do in this country. I do not mean to 
call bankers loan sharks; I am talking about the second man we get 
the money from. The bankers, as a wk€de, are honorable people, so 
far as I Iok^w. 

Mr. Bui^KL.KY. I think that concludes, all we wajat to ask you at 
present, Mr. Hobbs, and we thank you for having come before us. 

STATEMEirr OF MB. T. C. EEHNETT, A MEMBES OF THE LEOIS- 
IATI7E COMMITTEE OF THE NATIONAL FAEMEBS' UNION. 

Mr. BuLKLEY. Are you a member of the legislative committee of 
the National Farmers' Union? 

Mr. Kennett. Yes, sir; appointed by President Barrett. As I 
stated, Mr. Chairman, awhile ago, I did not come here prepared with 
any figures. I have studied this question somewhat, and there are 
only two things we are realy interested in, especially in regard to 
this matter — long time and a cheaper rate of interest. 

Now, I have not worked this out, but I see the need of a system of 
that kind. If I were to tell you I was in favor of any particular plan, 
and that I believed the farmers throughout the countrv were in 
favor of any particular plan as they have been developed and 
brought to our attention, so far, I woidd say that the Bathrick bill 
comes nearer to being what we want than anything else. But yet 
we are not here as special champions of the Bathrick bill. As I 
stated, what we want mainly is longer time and a lower rate of in- 
terest. 

Now, it is not worth while for these gentlemen to begin to ask me 
technical questions, because I am not posted on them. I am going 
to tell you a little anecdote that happened down in my church some 
years ago. We had an old fellow who always sat in the^ "Amen " 
comer. He could not make a speech; he could not talk in public. 
We got a new preacher there, and after he preached his first sermon, 
he saw the old man sitting in the amen corner, and after he had con- 
cluded his sermon he says "Brother Taylor, will you lead us in 
prayer?" Brother Taylor says, "Pray yourself; you are paid to 
prav." Now, we want you gentlemen to work this plan out on the 
basis of a longer time and a cheaper rate of interest. If you do that, 
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we are satisfied, whether you call it the Bathrick bill, the Fletcher 
bill, or whatever you please. 

Mr. BiTLKXEY. Do you agree with the suggestion of Mr. Hobbs 
that these loans should be restricted for the use of productive pur- 
poses on the farm ? 

Mr. Kennett. I would rather see them i^pplied that way, and with 
a view to buying farms and cutting up farms. The average farmer 
in the country is a man who has a half a dozen sons. He has only 
an average farm. Maybe there is land available adjoining him, and 
he would like to settle his sons on other lands around him, and I 
would like to see a whole lot of this money, if this ever comes about, 
put in additional farms — deserted farms in America. 

Mr. BuiiKLEY. When you say "Helping a man to buy a farm," 
you mean those who do not already own one? 

Mr. Kennett. Yes, sir. 

Mr. BuLKLET. You do not mean to help a farmer to buy additional 
land? 

Mr. EIennet. No, sir. But oftentimes, as I say, a man, has an 
average farm, and has three or four boys, and if he has to divide it 
up it does not leave the boys any land to farm on after the old man 
has passed away. The result is that two- thirds of the men go to 
town, and you will find them on the street cars as motormen and 
things of that kind and the farm loses its sinew. 

Mr. BuLKLEY. Do you think you would have much protection in 
compelling those men to use those funds in the improvement of the 
farm ? 

Mr. Kennett. I am inclined to think there might be some trouble 
in preventing one taking advantage of it. Some people might want 
to slip in and buy an automobile, but I think they ought to be headed 
off — ought to be restricted. 

Mr. BuLKLEY. You think it would be perfectly feasible to re- 
strict it? 

Mr. Kennett. Yes, sir. 

Mr. Platt. Mr. Kennett, what is the difference between the 
farmers' union and the farm granges, for instance, so general 
through the North? 

Mr. Kennett. I think they stand for practically the same things, 
but I admit I am not so much acquainted with the grange. 

Mr. Platt. In my district there are some 60 local granges, and each 
county has its Pomona or county grange, which sends delegates to 
the national grange. 

Mr. Kennett. That is exactly our plan. We organize into what 
is called a local. We have a local lodge, and then we have a county 
union, as we call it, and send delegates to the county meeting; and 
from there we send delegates to the State meeting, where all the 
counties are represented, and from there we send delegates to the 
national meeting. I had the pleasure to attend one at Salina, Kans., 
this last year, where 32 State representatives were present. 

Mr. Platt. Now, where you are pretty well organized, how large 
a proportion of the farmers do you include in the North Carolina 

union ? 

Mr. Kennett. I think about 40,000 members in North Carolina. 
Mr. Platt. Is that more than 1 in 5 or 1 in 2 or 3 farmers? 
Mr. Kennett. About 1 in 5. 
39731—14 ^14 
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Mr. Platt. How large a proportion of the total number of farms? 

Mr. Kjejnnett. I could not tell you that 

Mr. BuLKLEY. What is the total membership ? 

Mr. KJBNNBTT. About 40,000 in North Carolma. 

Mr. BuLKLBY. I mean the whole membership of the union? 

Mr. Kbnnbtt. About 2,000,000. 

Mr. Brown. Does that include heads of families or numbers? 

Mr. Kjennett. Members. You understand, I am not much ac- 
quainted except in my own State. I know we have about 40,000 
members, mostly voters. 

Mr. Brown, it is mostly in the Southern States, isn't? 

Mr. Kbnnbtt. Oh, no; they are pretty strong in Western States. 

Mr. Hayes. They are strong in our State — California. 

Mr. Kbnnbtt. Yes; you had members from California in the 
national union I attended at Salina, Kans., this summer. 

Mr. Platt. Generally speaking, the granges are in the State where 
the farmers' unions are not organized? 

Mr. Kbnnbtt. Yes ; they are, because there would be less demand 
for it if they had a grange organization. They stand for the same 
principles. It is known as the Educational and Cooperative Farmers' 
Union of America. Its object is to better farming and farm condi- 
tions. 

Mr. Platt. Are the local organizations largely social ? 

Mr. Kennett. Why, no. They are more purely for betterment 
of farm conditions. 

Mr. Hayes. Have they got to the point generally in the United 
States where they have any cooperative commercial effort at all? 

Mr. Kennett. They are trying to take up those things. 

Mr. Hayes. Yes ; I know, but have they brought the people up to 
where they can and where they do? 

Mr. Kennett. I believe they are starting in that way. We are 
teaching people to cooperate in my community, and have some co- 
operative enterprises that have succeeded. 

Mr. Platt. Mr. Kennett, in my district the members of the grange 
generally insure their buildings through their grange insurance com- 
pany. Do you have any such company in your organization ? 

Mr. Kennett. We have in my State what is called a farmers' 
mutual association. It was started long before these farmers' unions 
started, and consequently we have a system of insurance at actual 
cost. 

Mr. Platt. That is purely cooperative? 

Mr. Kennett. It is purely cooperative and established before the 
farmers' unions came into existence. Consequently they are not 
interfering with it. We get insurance at actual cost. 

Mr. Platt. Is there any reason why you could not organize co- 
operative credit unions ? 

Mr. Kennett. I think, perhaps, we could, but as Mr. Hobbs 
states, it is right hard to hold people together. They are scattered 
more than in the European countries. For instance, take the labor 
bodies. They can call together more numerous bodies of men. 
There are more men they can put their hands on. They are con- 
gested in the cities and towns. But you take the people in the 
country, they are spread out, and it is hard to get large local unions 
and large memberships in one place. It makes it harder to organize. 
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Mr. Platt. Suppose one of your unions had $26,000 to loan. Could 
you loan it profitably and safely in your own locality — ^more profit- 
ably than in any other way ? 

Mr. EIennett. I believe I would like to experiment in that line. 
I believe I could. 

Mr. Platt. Couldn't you, by cooperative effort, raise money you 
could loan yourselves? 

Mr. Kjsnnett. It might be ; I do not know. I went out some time 
ago and raised sometmng like $5,000 to start a cooperative com- 
mercial enterprise in my town, by which we hope to bring the 
producer and the consumer closer together. It was intended to 
start a farm store where we could bring our country products and 
go right out to the workingman in the city. However, conmiunities 
with less financial strength would find it more difficult to accom- 
plish this. 

Mr. Platt. Now, in the European cooperative unions, I under- 
stand they supervise each other. If a man wants to borrow $50 to 
buy a new machine, they ask how he treats his implements, whether 
he leaves them out in the rain, or houses them up, or what he does 
with them. Do you think some such supervision as that would be 
a ^ood thing? 

Mr. Kennett. It would be a good thing ; but if you mean hy the 
society borrowing the money, under the law it would be pretty hard 
to do, because it narrows it down to this : That one fellow is stand- 
ing as the other fellow's security. And in a society of that kind you 
would always have somebody that somebody else would not stand 
for. 

Mr. Platt. Would not that be just the risk you would not want 
to stand for ? 

Mr. Ejbnnett. That is why they do it. We won't ask the Govern- 
ment to stand for anybody like that. 

Mr. Platt. He would be just as big a voter in the association, and 
would he not be able to get money just as readily as you ? 

Mr. Kennett. No. His credit is not as good as mine. Some men 
vote who have not any credit. 

Mr. Platt. I know; but wouldn't a man, if he has the influence, 
be able to get the money ? 

Mr. Kennett. I think not. I think it would depend very much on 
his credit. 

Mr. Hayes. I guess you have not been interested actively in poli- 
tics very much ? 

Mr. Kennett. No, sir. I have been in the legislature of my State 
a time or two. 

Mr. Platt. Do you think you have five careless farmers to one 
careful one in your territory ? 

Mr. EIennett. It depends on how far you go with the definition 
of " careless." We have good, bad, and indifferent. 

Mr. Brown. Isn't it the careless farmer that is carrying the mort- 
gage, as a rule ? 

Mr. HoBBs. There must be a devil of a lot of them in the United 
States, then. 

Mr. KJBNNETT. He is probably the man who would most frequently 
borrow, but there are men who borrow money who are not careless. 
I have known men who borrowed money in my community years 
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ago to buy a farm, and they would go in debt for it, and I have, seen 
them come out paid up. 

Mr. Brown. Do they ever have any trouble borrowing money f 

Mr. Kenkett. Those I have special reference to, I am glad to say, 
do not have to borrow now. 

Mr. Platt. Men that do not have to borrow are just the ones that 
can borrow at a reasonable charge. 

Mr. Kennbtt. That is true, generally; but there are men who could 
borrow and borrow profitably. It is not so much to help the fellow 
that has. failed I am arguing this question — ^the. fellow who has had 
all the opportunities and failed. It is not him we are trying so 
much to help. We have in the South, and I guess in the West and 
a ^eat many places — ^you have lots, of land that is not yielding any- 
thmg. If vou could make it so the people could go on these lands 
and keep them up, keep up their homes and make more homes and 
better homes throughout this land, you will make the country pros- 
perous. That is the great thing I see in it. It is to attach more 
people to the earth and keep them out of congested cities. 

Mr. Platt. Would you advocate taking a man out of' the cities 
and loaning him money to buy a farm, if he has not had exp^ience? 

Mr. Kennett. No, sir ; I think he is a goner, too. The main thing 
is to keep the boys on the farm, so that a nian who has five sons coula 
locate those boys around on farms. Although they had to go in 
debt, they would some day be farm owners and producers, and there 
is where the great good would be coming from. 

Mr. BuLKLEY. Have you anything to add to what Mr. Hobbs said, 
as to the possible eflPect on land values of the legislation you are 
advocating? 

Mr. EIennett. It might have a tendency to raise them somewhat, 
but I do not think that would be any serious objection, because there 
would always be land to sell. Some people might be disposed in this 
country to put the land out of reach, but someoody else would want 
to sell, and somebody else would have to sell, and you would be al>le 
to increase the number of homes and farms under a plan of this 
kind. 

Mr. Stone. Another question : You mentioned you had established 
a cooperative store in your home town where the products- of the 
farmers are sold directly to the laboring people. Can you give 
something of the prices charged in that store in relation to other 
stores ? 

Mr. EIennett. I said we were just about to start. In fact, we 
have run only a short time. Practically we have just gotten started 
and it has run so short a time we can not give you. much as to 
results. But, as to the prices, they are just the same as the other 
fellow charges, but we operate on the Rochedale system. We pro- 
pose to pay the profit back — ^to pay the purchaser a dividend. 

Mr. Stone. To pay it back to the farmer? 

Mr. Kennett. To the purchaser. We set aside 6 per cent for hire 
of the capital, and 2 per cent for the work. Then we propose .to let>. 
the purchaser share in the balance of the profits of that conci^n. 
He leaves his tickets for everything he buys. Then if we. set apai^ 
8 per cent, which we have, before there is any profit for Mm, and 
we should make 18 per cent on the whole business, at the end of the 
year 10 per cent of this is handed back to the purchasers. 
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Mr. Brown. Where is the producer benefited by it? 

Mr. Kei^^'Ett. He finds a market for his goods. 

Mr. Brown. At good pric^? 

Mr. Kennett. Yes; and he gets his groceries «nd thiags oi that 
kind and becontes a shart-er. For iristafnce^ he ^brings his -pi'oducts 
there and "Sells thefn, find thfen he bU3rs i^ '^kHMiige those "thihffs he 
does iiot raise on the farm. He becomes a purchaser and a dividend^ 
sharing purchaser. 

In other words, this is the only kind of cooperation that cooperates, 

Mr. Hayies. I do not know why it is, but we had a store of thalt 
kind in my home town, which ran for several years and finally went 
into bankruptcy. 

Mr. Kennett. You know that has been a great success in Europe, 
in some places. 

Mr. Hayes. But it did not Seem to Work here. 

Mr. Platt. Could you not do the same thing as that with -a credit 
organization, having the profits go back to the borrower? 

Mr. Kennett. Yes, sir; if we had thfe capital to ^alj k thing o^ 
that kind, probably it might work. The bardinal principle We con- 
tend for is, we want to buy and furnish land for larms and induce 
more people to live on the farm, rather than to induce more people to 
leave the farm. 

Mr. BrriiKLEY. I think that is as far as you need go this morning, 
Mr. Kennett. 

Mr. Kennett. I thank you, gentlemen, for your attention. 

STATElKEirr OF HOlf. WllliS J. Htniirafe, A »EJ?aESEimiTIVE 
lir CONOBESS FBOH THE STAtE OE FllNNSln<VAirrA. 

Mr. BuiiKiiEY. Gen. Hulings, you are going to talk on the bill 
which you have introduced, as I understand. 
Mr. Hulings. Yes, sir. 
Mr. BuLKLEY. !No. 9988 * 
Mr. Hulings. Yes. 
Mr. BuLKLEY. Let the bill be inserted in the i*ecord. 

[H.R. 9988.] 

A BILL. To provide for farm loans secured by a pledge of bptrroved ficdt ntyHga^es oh 
agricultural lands, for the making, management, and repayment thereof, and for other 
purposes. 

Be it ^ntJcted by the Sehdte and tiouse of kepresentatives of Ifhe United i8tat^8 
of Am^ica in Congress assembUd, That the short title of thlfe ac^t slikll bfe the 
*• Farmers' loan kssoctation net." 

Sec. 2. That associations for carrying on biiSinesfe uiider ttills k<^t iia&y be 
formed by any number of natural persons engaged in practical farming, hot less 
in any case than tW^hly-hve. 

They shall entfer Into articles of association which shWl ^edfv in general 
terms the object for T^hich the association fs iormed and may contaiti ^Jr other 
provisions not inconsistent with law which the association may sefe fft to trdopt 
for the regulation of its business and. the conducting 6t its af^lrls. 

Sec. 3. That the persons uniting to form ^uch an association shall, und^ their 
h^ds, m^ke an organization certificate \^hich ^hall specifically ^ftt^r- 

Fi'rst. The name assumed by sucli hssociation, which nanle fehiall he ^iibject 
to die approval of the Comptroller of tiie Currency. 

Second. The place where its business is to be ckrrifed oh, desV^tm'^ lihfe 
State, Territory, or District, and the particular county, town, or Vlilnie. 

Third, tiie amount of capital stock and the number 6f shares feit6 wn!<fh the 
same is to be divided. 
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Fourth. The names and places of residence of the shareholders and the num- 
ber of shares held by each of them, and that the shareholders are practically 
engaged in farming in the district wherein the association proposes to carry on 
its business, and the names and places of residences of the president, vice presi- 
doit, and cashier, who shall constitute the board of directors and who shall have 
been chosen by the shareholders to manage the business of the association for 
the first year or until their successors shall be elected and qualified. 

Fifth. The undertaking of the said president, vice president, and cashier 
that they will become trustees for the United States to take, hold, or convey 
deeds, mortgages, or other conveyances of real estate and to collect rents, Issues 
or profits, installments of interest or principal ; to pay taxes when necessary to 
protect said mortgages, prevent waste, and to do any other undertaking or thing 
requisite or proper for said trustees to do in order to preserve the interest and 
rights of the United States in respect to the lands and the mortgages thereon 
conveyed to said trustees; and a copy of the bond which said trustees propose 
to give as security for the faithful performance of their duties. 

Sixth. That each shareholder has paid to the cashier of the association ten 
per centum of the par value of the shares subscribed for by him In cash and has 
executed and conveyed to certain trustees for the use of the United States his 
certain promissory note for the sum of the par vulue of the shares subscribed 
for by him with interest at per centum, payable annually, to be secured 
by a mortgage upon improved unencumbered farm lands owned by the mort- 
gagor in fee simple, that for three years last past have been assessed for taxa- 
tion purposes at a valuation double the amount of said mortgage and within 
thirty miles of the place whorein the association is to carry on its business, 
which said mortgage shall have a term not less than three not more than 
twenty-five years, and shall be a collateral security for the payment of said 
note. And said mortgage may provide for the payment of said principal sum 
with interest or it may provide for the payment of annual installments of a 
fixed percentage of the face of said mortgage to the said trustees for a specified 
number of years, and shall also provide that in case the said mortgagor shall 
make default in the payment of any installment of payment of interest or prin- 
cipal or amortized sum at the time it may become due and payable the whole 
unpaid principal sum with interest shall immediately become due any payable, 
and said mortgage shall contain a scire facis clause with warrant. of attorney 
to confess judgment for the principal sum remaining unpaid, with interest and 
prf.per costs, upon said mortgage in favor of said trustees, or such other pro- 
vision permitted or required by the laws of the State wherein such mortgage 
is made for the immediate collection of said unpaid principal and interest with 
costs of the proceedings and without exemption or stay of execution. 

Seventh. The fact that the certificate is made to enable such persons to avail 
themselves of the advantages of this title. 

Sec. 4. That the organization certificate shall be acknowledged before a judge 
of some court of record or notary public, and shall be, together with the ac- 
knowledgment thereof, authenticated by the seal of such court or notary, and 
a copy of the articles of association duly signed by the associators, transmitted 
to the Comptroller of the Currency, who shall record and carefully preserve 
them in his office. 

Sec. 5. That upon duly making and filing articles of association and an organi- 
sation certificate the association shall become, as from the date of the execution 
of its organization certificate, a body corporate, and as such, and in the name 
designated in the organization certificate, it shall have the power — 

First. To adopt and use a corporate seal. 

Second. To have succession for the period of twenty years from its organiza- 
tion, unless It is sooner dissolved according to the provisions of its articles of 
association or by the act of the association, or unless its franchise becomes 
forfeited by some provision of the law, or by the act of two-thirds of its 
shareholders. 

Third. To make contracts. 

Fourth. To sue and to be sued, complain and defend, in any court of law and 
equity as fully as natural persons may. 

Fifth. To elect or appoint directors and the president, vice president, cashier, 
and other officers, define their duties, require bond of them and fix the penalty 
thereof, dismiss such officers or any of them at pleasure and appoint others to 
fill their places. 

Sixth. To prescribe by its board of directors, subject to the provisions of 
this act, by-laws, not inconsistent with law, regulating the manner in which its 



BUBAL CBEDITS. 213 

stock shall be transferred, its directors elected or appointed, Its officers ap- 
pointed, Its property transferred, Its general business conducted, and the 
privileges granted to it by law exercised and enjoyed. 

Seventh. To exercise by its board of directors or duly authorized officers or 
agents, subject to law, all such Incidental powers as shall be necessary to carry 
on Its business by discounting and negotiating promissory notes, drafts, bill of 
exchange, and other evidences of debt of Its shareholders; by loaning money 
and borrowing money according to the provisions of this act. But no share- 
holder shall be permitted to become Indebted to the association for a sum 
greater than the par value of the share held by him. The association shall not 
lend Its funds or credit to any person not a stockholder, except that In case the 
association may have loanable funds not desired by any of Its shareholders It 
may loan to other persons for terms not exceeding one year. Whenever, at any 
time, funds of the association can not be safely loaned at the rates fixed by the 
association said trustees will Immediately pay such funds into the Treasury 
of the United States, and extinguish by so much the liability of the association 
to the United States. 

But no association shall transact any business, except such as is Incidental 
and necessarily preliminary to its organization, until it has been authorized 
by the Comptroller of the Currency to commence its business. 

Sec. 6. That whenever the articles of association and organization certificate 
are transmitted to the Comptroller of the Currency, as provided In this title, 
and the association transmitting the same notifies the comptroller that such 
association has complied with the provisions of this title requiring to be complied 
with before an association shall be authorized to commence its business, the 
comptroller shall examine into the condition of such association, ascertain 
especially the amount of money paid in on account of its capital, the name and 
place of residence of each of its directors, and the amount of the capital stock 
of which each shareholder Is the owner in good faith, and generally whether 
such association has complied with all the provisions of this title required to 
entitle It to engage in business ; and especially the character and standing and 
the undertaking of the persons named as trustees and the form of the official 
bond which they propose to give; together with the form of the promissory 
notes payable to the said trustees for the use of the United States with the 
form of the mortgages proposed to be given to secure said notes; and shall 
cause to be made and attested by the oaths of the directors of the association 
a statement of all the facts necessary to enable the comptroller to determine 
whether the association is lawfully entitled to commence its business, and if 
upon a careful examination of the facts so reported and of any other facts 
which may come to the knowledge of the comptroller, whether by means of a 
special commission appointed by him for the purposes of inquiring into the con- 
dition of such association, or otherwise, it appears that such association is 
lawfully entitled to commence its business, the comptroller shall give to such 
association a certificate, under his hund and official seal, that such association 
is authorized to commence such business. But the comptroller may withhold 
from an association his certificate authorizing the commencement of business 
whenever he has reason to suppose that the shareholders have formed the same 
for any other than the legitimate objects contemplated by this title. 

Sec. 7. That upon the deposit with the Treasurer of the United States by 
any farmers' loan association of the promissory note of the said association 
attested by the signature of the president or vice president and cashier of 
said association for a sum equal to the capital stock of said associa- 
tion with interest at three per centum per annum, payable in annual install- 
ments as follows : Three per centum per annum for two years, five per centum 
per annum for three years, six per centum \)er annum for ten years, 
seven per centum per annum for ten years, until said note and interest are 
fully paid, beginning twelve months after the date of the note, and shall 
deposit with said note the promissory notes of the shareholders payable to said 
trustees for the use of the United States in amount equal to the capital stock 
of said association with mortgages as aforesnid to secure the payment of said 
notes and interest thereon, accompanied by policies of insurance of the validity 
of such mortgages, and the same are approved by said Comptroller of the 
Currency to be in proper substance and form according to the purposes and 
intent of this act; and it appearing that said notes and mortgages are valid 
securities taken by the association in payment of shares of its stock and de- 
posited as collateral security with the Secretary of the Treasury to secure the 
payment of the note of the association as aforesaid, and to secure the imme- 
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'tffate psfytnent df ntiy Instnllment of said afipocijitlon note with proper costs In 
case defatrlt shall be made In the payment of any such instalhnent at the time 
it becomes due, and therpafter or as often as any installment becomes due in 
which there Is any default in payment and the said trustees havmg deposited 
with the said Secretary their undertaking df the office of trustees of said securi- 
ties for the use of the United States tojrether with their official oaths and l>ond3 
for the faithful discharge of their diitles the Secretary of the Treasury shall 
then place the notes made by the shareholders and the mortgages securing the 
payment thereof in the possession of such trustees, and such association shall 
be entitled to receive from the Comptroller of the Currency circulating notes 
of the United States to an amount eqnnl to the par value of the stock of said 
association; and it shall be the duty of said trustees to safely keep said mort- 
gages and the shareholders' notes secured by the Same and to collect the said 
notes and the interest as the same becomes due, and out of such collections 
to pay to the Treasury of the United t^tates the stipulated annual installments 
as they fall due on the note of the association, and such payments -shall be 
credited on the note of the association, and in case there is any default on the 
part of any maker of any of said notes according to the terms thereof, or if 
taxes are allowed to become a lien upon the land mortgaged to secure any of 
said notes, to proceed at once to collect the whole of said mortgage thus in 
default with interest and the costs thereof ; any moneys collected by the trustees 
over and above the amount required for the annual payment for any year due 
to the United States shall be paid into the treasury of such association. 

In case of the death of a trustee or trustees the survivor or survivors shall 
act. 

Skc. 8. That the association shall then cause the certificate Issued tinder the 
preceding section to be published in some newspaper printed in *the district 
where the association is located for at least thirty days next after the issuing 
thereof, or, if no newspai)er is published in such district, then in the newspaper 
published nearest thereto. 

Sec. 9. That any such association may change its name or place where its 
business is to be carried on to any other place within the same State not more 
than thirty miles distant with the approval of the Comptroller of the Currency, 
by the vote of two-thirds of the shareholders of such association. A duly 
authenticated notice of the vote and of the new name or location selected shall 
be sent to the office of the Comptroller of the Currency, but no change of name 
or location shall be valid until the comptroller shall have issued his certificate 
of approval of the same. 

All debts, liabilities, rights, provisions, and powers of the association under 
its old name shall devolve upon and inure to the association under its new name. 

Nothing in this act contained shall be so construed as in any manlier to re- 
lease any such created association under its old name or at its old location from 
any liability, or affect any action or proceeding in law in which feaid association 
may be or become a party or interested. 

Sec. 10. That a farmers* loan association may purchase, hold, and convey 
real estate for the following purposes, and for no others : 

First. Such as shall be necessary tor its immediate accommodation In the 
transaction of its business. 

Second. Such as shall be mortgaged to It in good faith by way of security 
for debts contracted. 

Third. Such as it shall purchase at sales under judgments, decrees, or mort- 
gages held by the association, or shall purchase to secul*e debts due to it. 

Sec. 11. That the capital stock of each association shall be not less than 
$25,000, or may be any multiple thereof, and shall be divided into shares of 
the par value of $100 each, and be deemed personal property and transferable 
on the books of the association in such manner as may be prescribed in the 
by-laws or articles of association. Every person becoming a shareholder by 
such transfer shall, in proportion to his shares, succeed to all the rights and 
liabilities of the prior holder of such shares; and no change shall be made in 
the articles of association by which the rights, remedies, or security of the 
existing creditors of the association shall be impaired. 

Sec. 12. That in all elections of directors, and in deciding all questions at 
meetings of shareholders, each shareholder shall be entitled to one vote with- 
out respect to the number of shares held by him. Shareholders may vote by 
proxies duly authorized by writing; but no officer, clerk, teller, or bookkeeper 
uf such association shall act as proxy; and no shareholder whose liability is 
past due and unpaid shall be allowed to vote. 
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Sec. 13. That the affairs of each association shall be managed by three direc- 
tors, one of whom shall be president, one vice president, and one cashier, who 
shall be elected by the shareholders at a meeting to be held at any time before 
the association is authorized by the Comptroller of the Currency to commence 
business and afterwards at Aieetings to be held on such day of each year as is 
specified therefor in the articles of association. The directors shall hold office 
for one year and until their suceessors are dectedansd'ha've qualified. 

Sec. 14. That evety director must, during his whole term of service, be a 
citizen of the United States, and must have resided in the district in which the 
association is located for at teast one year immediately ^yreceding their elec- 
tion and must be resident therein -daring their continuance in office. No direc- 
tor shall own more than erne share of the capital stock of the association of 
which he is a director, nor shall he be a borrower from or be in 'any way 
pecuniarily Interested in loans made by such association. Any director who as 
a trustee is unsatisftictory to the Comptroller of the Currency may be immedi- 
ately removed as such trustee by the said comptroller, and such removal ren- 
ders such person ineligible as director and his place shall become vacant. 

Sec. 15. That each director, when appointed or elected, shall take an oath 
that he will, so far as the duty devolves upon him, diligently and honestly 
administer the affairs of such association, and will not knowingly violate, or 
wiilii^gly permit to "be violated, any of 'the provisions of this title, and that he 
is the owner in good faith and in his own right of the number of shares of 
stock subscribed by him tn* standing in his name on the books of the associa- 
tion, and that the same Is not hyi)othecated or in anyivay pledged as security 
for Any loan or debt other than to thfe association ftsAt Such oath, subscribed 
by the director making it, and certified by the oBkser before whom it Is taken, 
shall be immediately transmitted to Ihe Comptroller of the Currency and shall 
be iflled and preserved in his office. 

Sec. 16. That any vacancy In the Tjoard shall be filled by appointment by the 
remaining directors, and any director -so -appcJJhted 'shtill hold his pla^^e until 
the nest election. 

Sec. 17. That if, from any cause, an election of directors is not made at the 
time appointed, the association shall not for that cause be dissolved, but an 
election may be held on any subsequent day, thirty days' notice thereof in all 
cases having been given in a newspaper published in the city, town, or county 
in wbieh thfe aiBSocla'tion Is locW:ed ; and if no newspaper is pufblifehed in such 
city, town, or County, such notice shall be ^Dublished in a ne?wspaper .published 
nearest thereto. If the articles of association do not fix the day on which the 
election shall be held, or if no election is held on the day fixed, the day for the 
election shall be designated by lihe board of directors in their by-Jaws, or other- 
wise ; or if the directors fail to fix the day, shareholders representing two-thirds 
of the shares may do so. 

Sei 18. That the shareholder of every farmers' loan (issociation shall be 
held individually liable, equally and ratably, and not one for another, for all 
contracts, debts, and engagements of such association, to the extent of the 
amount of their stock tiiereln, at the par value thereof, in addition to the 
amount invested in such shares. 

Sfcc. 19. That tlie Treasurer of the United States is also authorized to permit 
the trustees to substitute for one or more of said notes and mortgages one or 
more other notes and mortgages of ^fmila'r terms and of ecjual approved value 
whenever said association may find it necessary to substitute for a nonborrow- 
Ing shareholder another shareholder desiring to borrow, who furnishes equally 
good security, and such substitution having been authorized, the trustees shall 
transfer the shares held by the retiring shareholder to the new shareholder or 
shareholders. 

Sec. 20. Thnft 'the power of visitation a nki iittpedtton of each adsodJaticm shall 
be siEjilfl'r to that now tjxereised by <the ©aiteJd Stfetes o\'er na»tlonaI b?Mtks, but 
the fee for any inspection shall not exceed $15, and inspections shall not be 
made more than three times fn any oiie year. 

Sec. 21. That the general provisions of law reliiting to suits by or against 
national %aiiks shall ai^ly to f arnietis' loan -WBso<*iffttons. 

Sec. 22. That the real property of any snbh -association shall be subject to 
State, county, or municipal taxes to the same extent accord ii^ to value as other 
real property is taxed, but the mortgages 'made to any trustees for tlie use 
of the rtiited States shall not be subject to State taxation, nor shall *the loatis 
of the United States to any such association be subject to taxation for any 
Itiirpose 
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Mr. HuLiNGS. I will try to give the committee an idea of the cen- 
tral thought of this bill. It provides that any number of farmers, 
not less than 25, within a given radius from a chosen place of busi- 
ness, may organize an association, very closely following the plan 
of the organization of national banks. In fact, it is largely a re- 
script of the national-bank act. And they may organize this associa- 
tion with a capital stock of not less than $25,000, following the 
national-bank idea. The subscribers pay for their stock by giving 
their promissorv notes, secured by first mortgages upon their prop- 
erty, that for three years previously has been assessed for taxation 
at double the amount of the mortgage. These individual notes are 
made payable to a trustee for the use of the United States. This 
device, I think, will enable you to successfully evade any claim by 
the States for taxation, for it is plain that if the United States 
should buy a piece of property it incidentally becomes free of taxa- 
tion by the State. 

Now, Mr. Chairman, a mortgage is strictly a deed of the title to 
the property with a defeasance. That property may possibly be- 
come, under a mortgage, the property of the United States, and so I 
have introduced that, and I submit that to the judgment of the 
lawyers of the committee whether it is not a good device to evade 
the question of State taxation on these mortgages and possibly also 
on the land itself, although I would not stand for that. 

The society then gives its note for the amount of the capital stock, 
$25,000 or some multiple thereof. That note is payable in amor- 
tized payments to the Grovernment with 3 per cent interest the first 
two years. For the first two years they onlv pay the interest, but 
commencing with the third ye^r, and for tnree years, it is 5 per 
cent ; for the next 10 years it is 6 per cent ; for the next 10 years it is 
7 per cent, making the average 6.04 per cent during the term of 25 
years. If all the particulars are found to be correct, the Secretary 
of the Treasury is authorized to issue Treasury notes to this associa- 
tion in the amount of $25,000. I forgot to say that these individual 
notes and mortgages are put up as security for this association note. 
The Secretary of the Treasury then hands back to the trustee, a 
bonded officer, these individual notes and mortgages, charging him 
to collect the installments on these individual notes as they come 
due and also charging him to prevent waste and keep an inspection 
of the property. The installments on these individual notes is 3 per 
cent semiannually. That 3 per cent, paid semiannually during the 
term, will discharge the debt and the interest will leave a surplus 
which would cover possible contingencies. 

Now, this plan, unlike a number which I have examined, does not 
embrace a corps of salaried officials. It does not embrace a central 
organization in which the small organizations are confederated. It 
does not embrace a Federal control, but it makes a system that is 
just as inexpensive as the building and loan plan, which has been 
well thrashed out in practice, and has become a wonderful benefac- 
tion. Every dollar that leaves the United States Treasury goes 
right into tlie farmer's hands — the man who gives the security, and 
it is assumed if he does not give the proper security he will not get 
the money. There is no place for any of it to stick; there are no 
palms to be greased or officials paid, but it goes directly to the place 
where it is needed. And, of course, if it is not needed it won't be 
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called for. The plan, if it won't work, don't cost anybody anything. 
If it does work, the farmer gets every dollar the Government ad- 
vances on the loan, without abatements, except simply the adminis- 
tration expenses in his own local society, and that the building and 
loan experience has shown to be practically negligible. 

Now, you will say, "Why don't you, then, have the farmers do 
this sort of business like building and loan a ssociations ? " Well, 
simply for the reason that it woirt work, and I will tell you whjr. 
The building and loan association is composed of men who are m 
receipt of a daily or monthly wage, or salaries, so that they can cut 
their plans according to their income, and they can buy a share in a 
building and loan association and every month put in a dollar. In 
the course of 140 months, or thereabouts, the share matures and the 
association hands them $200. That is the ordinary plan. But the 
farmer has only one time in the year when he can count on any in- 
come. He must wait all the rest of the year, and even then he is not 
sure, because his crop depends on exigencies. of the soil and climate 
and weather. 

It might be suggested, and it will be, that this is a special privi- 
lege given to the larmer. Well, I will admit that it is, to start with, 
and yet it is no more a special privilege and not one one-hundredth 
part as valuable a privilege as has been given to the banking class 
of this country. That has been justified in the minds of the people 
simply because it is supposed to promote the public welfare. It is 
not any more of a privilege than the one hundred and fifty-odd mil- 
lions of acres of land that were made in free grants to the railread 
companies. That was done, and although sometimes the methods by 
which these lands were granted were utterly scandalous and corrupt, 
yet in a broad way I fancy the building of those roads which was 
effected thereby was for the public benefit. So, when the Govern- 
ment gives an inventor a patent, a monopoly of the use of that in- 
vention for a limited time, 17 years, it is done on the same ground 
of public policy, and it is a special privilege, and I do not see that 
you can enact any law that will be for the general public welfare 
unless it will be found to have been especially advantageous to some 
members of the community. You take the tariff : Some fellows get 
quite a rake-off on the tariff, and jet the whole thing is justified 
worn the point of view, or it is justified, if it can be justified at all, 
simply on the ground that it promotes public welfare. 

Now, then, if these farmers will come in and give proper security 
and pay 3 per cent interest on the bonds it seems to me it is no great 
stretch of generosity, when you consider that the national banks have 
had the use of enormous sums of Government currency for the last 
50 years, for which they have not paid anything. A national bank 
will lend $25,000 to the Government on United States bonds, and then 
they will deposit those bonds in the Treasury, on which the Treasury 
will issue them $25,000 in currency, which they will lend to the com- 
munities at whatever rates they can secure. In the meantime thev 
get interest on the bonds. Now, the farmers are not asking any such 
snap as that, and they are not complaining that the banks get this. 
What they ask is that they can go somewhere and get cheap loans on 
giving proper security, which they can not do in the commercial 
banks of the country. Experience has shown that commercial bank- 
ing is not adapted to the agricultural needs. No commercial bank 
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will lend to anybody on 12 months' time, 9 months' time^ or Uiiy xjther 
long time, when they can lend their funds on 3 ^ml^nth^' time, and 
it is plain they do not want to lend their capital for such lonig periods 
if they can prevent it. 

Mr. Platt. Is it not true out in the Dakotas that the samll banks 
that are organized ahd largely controlled by farmers will lo&n 'ftioney 
on 12 months' time? 

Mr. HrfiiiNQS. I do not know what the banks will do, but I do 
know that the rates out there are very high. 

Mr. Platt. That is true. 

Mr. HuLiNGS. I have some data here that might be of value to the 
committee, and yet I suppose you have k\l th»t sort of thing you 
need. One thing it shows is that the farmer is a tremendously large 
borrower. 

Mr. Platt. That depends on what kind of a business the farmer 
is in. 

Mr. HuLiNGS. Well, it is some kind of business in Vhidi fie finds 
it necessary to put a mortgage upon his property. The United States 
census report tor 1910 shows that there are 1,006,000 farms in the 
United States on which mortgages were reported. Of tiife ^,600,000 
farms in the United States they only got the report for 9,^0,000 
farms, of which 1,006,000 were' mor^aged. The amouht of those 
mortgages was ^something over $1,7W,O0O,OO0. If t^he samfe ^ate 
held throughout for all the farms — and <&t tJOWtse I cwti not 'tcdl any- 
thing about that, and nobody else— ^it Wcmld mrfce \ MDrtgacged in- 
debtedness on the farms of the United States of sometliihg over 
$8,000,000,000. 

Mr. Hates. Of course, there is no such value as that. 

Mr. Htjlinos. Now, hold on just a ftiomeftft. They are taidfed, all 
the farms of the United States^ at $41,000^000,000, ^ffdf8,^P,'60O,OOO 
of moii:gftg«s would be something lees than SO ^er 'cent. New, the 
amount of mortgages on the farms that are repit>rted iis 27 per'oent of 
their value. 

Mr. Hayies. Twenty-seven per cent of the value of th<«e tlwtt are 
mortgaged ? 

Mr. HuLiNOS. Yes, sir. 

Mr. Hayes. And they are not all mortgaged ? 

Mr. HtJLiNGS. No, sir; only 27 per cent of tJie Million flEtrms 
that are reported as mortgaged. They only got reportfe on 1,006,000 
farmi&, and I do Hot know how many of them ate mortgagied, but 
the value of the mortgages on whatever ntunbei* 'of faYftite were 
mortgaged >wra6 $l,7OO,t)OO,OO0. 

Mr. Haves. You would not claim that there wei*e '$10^t)00',dtK),000 
of f atm mortgages in this country ? 

Mr. Hut^iNGs. I judge, from the best figuring I can do, ttait the 
amount of farm mortgages is about $7,50^,000,000. 

Mr. Hayes. I doubt if it is that much. 

Mr. .HuLiKGs. Well, the amount is Very largie. Nwr, the liggre- 
gate production in the United States, of all falttis, is gdmc^hing 
like $9,750,000,000. 

Mr. Hayes. Annually? 

Mr. HuLiNGs. Annually — last year. The fai?m ^prO<feict — that is, 
the crops — amounted to $6,100,000,000, and the animal product 
was about $3,660,000,000, but of this there were consumed on the 
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farm. $3)903,000^000, so there would be about $5,847,000,000 of crops 
producing' cash i^coine.' If you divide this amongst 6,600,000 farms 
in the United States, it would make $846 of cash income for each 
farm, and when you deduct the cost of fertilizers and help and 
taxes, maintenance, repairs, and one thing and another of that 
kind, the net cash income on the average farm of the United States 
is $547. 

Mr. Platt. Does that deduct the living expenses of the farmer? 

Mr. HuLiNGS. Oh, no. Of course, it la just ded«ctiiig what is 
used on the farm, what he consumes there. 

Mr. Platt. That is the net profit? 

Mr. HuLiNQS. That is the net income. Now, the estimated value 
of the average farm in the United States is $6,446 — farm, buildings, 
machinery, and animals. Then deduct from that $547, 5 per cent 
for his investment, and $102 that he pays on the average farm for 
interest charge, amounting in all to $610,000,000, and according to 
the agricultural report it shows $102 per farm. The interest 
charge, the mortgage charge, I figured at $77. 

Mr. Hates* I was going to say that is where the farm is mort- 
gaged ; not on every farm in the United States. 
. Mr. HuLiNGS. Well, the average farm has the average mortgage, 
you know. 

Mr. Hayes. Yes. 

Mr. HuLiNGS. It will show that the man has for his cash income, 
as the pay for the labor of himself and family, after deducting the 
interest charge, and after deducting 5 per cent on his investment, 
about $220. Now, there are the cold bones, of the case, and that is 
the reason that the farmer is leaving the farm. 

Mr. Platt. But that is also after deducting his living expenses. 
it is really velvet, that $200, is it not? 

Mr. HuLiNGS. Velvet — that is what he gets for his labor. 

Mr. Platt. But he has had his living out of it? 

Mr. HuLiNGS. He sets his grub and $220 a year. 

Mr. Hayes. And the grub of his family ? 

Mr. Platt. Which is a great deal more than other men get for 
their compensation. 

Mr. Hayes. It includes the housing of his family and everything. 

Mr. HuLiNGS. TJie farmer's wife is the biggest manr on the- farm, 
and she d©es twice as much work as he does. 

Mr. Hayes. That is the same with laboring men ? 

Mr. HuMNGisi. Oh, no; the farmer's wife and children have no time 
to ge to picture show^.and that sort of thing. And the farmer has 
generally got a bunch of boys around him, and.eyery one of those 
children, from the time he is 10 years of age, is expected to do work 
enough for his keep, and when they get a little bigger he does a 
man's work, and so much of it that at 16 years old he wants to go 
to the city and leave the famft. While the population of the whole 
country has increased during the last 10 years 21 per cent, the urban 
population — that is, in towns of 2,500 population and more — ^has 
mcreased 35 per cent, while the rural population. has only increased 
11 per cent. Or, in otheri words, the rural population has. only had 
half the normal increase whilst the city population has one and a 
half times the normal increase of population. It shows the drift of 
the people. The drift of the people is away from the farm, and it 
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is simply because there are more blisters and more scabs and hard 
work to be fomid on the farm, and more inducements and soft snaps 
and larger wages to be found in the city, or they think that it is so. 

Mr. Hayes. That is better. 

Mr. HuLiNos. You take a carpenter that lives in the city. He 
does not do half the work at $4 a day that the ordinary carpenter 
does out in the woods at $2.50. I know that, for I have employed 
them both. 

Now, I am not making any particular plea for the farmer. In 
European countries I understand that a great proportion of the 
loans' in the 24,000 Eaiffeisen banks in Germany are not for more 
than $20. Those people have a system of hand labor and handwork 
that we do not know anything about in this country. The whole out- 
fit turns out from the time that they are sucklings. Everything they 
raise they sell, if they can. What they can not sell they feed to the 
cattle, and what the cattle can not eat they live on. They have utterly 
different conditions there from what we have. Our people are 
broader gauge. 

And another thing. In any system that you adopt you must avoid 
the impairment of the individual initiative. You must not attempt 
to make the farmer simply a cog in some kind of a social cooperative 
scheme. If you try to make the American farmer responsible for the 
debts of all the other fellows in a community you will never have 
that man go into a cooperative scheme. 

Mr. Hayes. But your bill provides some such responsibility as that. 
You make the association responsible for the individual debts? 

Mr. HuLiNGS. Oh, no ; I don't. The association gives its own note 
to the Government. 

Mr. Hayes. But it makes that association responsible for the debts 
of the individual ? 

Mr. HuLiNGS. The individual is responsible for the debt of the 
association, or for so much of it as he chooses to take. 

Mr. Hayes. But the association is primarily liable ? 

Mr. HuLiNGS. No. 

Mr. Hayes. Then the association note is of no account? 

Mr. HuLiNGS. The primary liability is the man that gives the mort- 
gage. 

Mr. Hayes. Oh, yes ; but it is the association, as far as the creditor 

is concerned; the association ^ves the note provided in your bill? 

Mr. HuLiNGS. The association gives its note, and the reason why 
the association gives its note is so that the installments payable to the 
Government shall not be the same as what the individual pays to 
the association; or, rather, what the individual pays to the trustees 
for the Government. 

Mr. Hayes. Why do you need to bring the Government in in such 
a plan ? 

Mr. HuLiNGS. We want to get the money. 

Mr. Hayes. I know ; but you could get the money from the indi- 
viduals? 

Mr. HuLiNGS. Oh, no ; not at that rate. 

Mr. Hayes. The Government can not afford to loan money at 3 per 
cent. 

Mr. HuLiNGS. It can not? 

Mr. Hayes. No ; because it can get better. 
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Mr. HuiiiNGS. Why, it is chucking it around to all the banks over 
the country. And just recently the Treasury loaned the banks 
throughout the country $50,000,000. 

Mr. Hayes. That is only temporarily, and it is liable to be called 
at any time. 

Mr. PiiATT. It is not a loan ; it is a deposit of the surplus money on 
hand. 

Mr. HuLiNGS. It is enough of a loan so that the banks of Tennessee 
took the money down there and loaned it to the farmers at 8 per cent. 

Mr. Platt. If I deposit money in that bank, is that a loan to the 
bank! 

Mr. HuLiNGS. It is, in a sense. 

Mr. Pi/ATT. It is in a sense, but not in the sense that you are trying 
to loan the association. 

Mr. HuLiNGS. This is a long-time loan. And, by the way, there are 
some $2,100^000,000 of banking capital in the United States. That is 
all the banks — State, national, and trust companies. For that capital 
of $2,100,000,000, a big lot of money, they owe their depositors aoout 
$19,000,000,000. These are deposits which they owe. And they loan 
them out to Tom, Dick, and Harry, at whatever they can get on it, 
and those fellows are getting rich on what they owe. Now, you give 
the farmer a snap like that. It takes a long-headed business man, I 
tell you, to get rich on what he owes. The farmer proposes to put up 
a good, approved security, that is approved by the Secretary of the 
Treasury, and proposes to pay 3 per cent. Now, under this new 
banking law, a bank can take the 90-day notes of Tom, Dick, and 
Harry and go to the Treasury and get Government funds on them, 
for which the Government gets little or no interest. Those notes may 
be good next month, and they may not, but the farmer proposes to 
pay 3 per cent and give approved security, which can not rim away. 

(At this point, at 12.45 p. m., the bell rang for a roll call of the 
House, and the committee adjourned subject to the call of the chair- 
man.) 

Subcommittee on Banking and Currency, 

House op Representatives, 

Wednesday^ February 11^ 1914. 

The committee met at 10.45 o'clock a.m., Hon. Robert J. Bulkley 
(chairman) presiding. 

STATEMENT OF HON. WILLIS J. HXTUNGS, A EEPEESENTATIVE 
IN CONOEESS FEOM THE STATE OF FENNSTLVANIA. 

Mr, HuLiNGS. Mr. Chairman and gentlemen, I am much obliged 
by this courtesy. At the former hearing, when you had the cour- 
tesy to listen to me for a while, it was so broken up by a "call " of 
the House that I do not remember exactly what I said. But I hope 
that whatever I did say was the very kind of thing you desired to 
hear. It was the " clear quill." And in what I may say this morn- 
ing I beg you will bear with me if I make seme repetitions of what 
has been said before. 

The bill which I introduced has for the basis of its plan a method 
of building and loan societies, except that it is just turned the other 
end to. The building and loan societies which have been operating 
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with great benefit to the people of the country for 50 years proceed 
upon the plan of taking small monthly payments, usuaUy ai dollar 
a month, from persons who are able to pay and lending tn»t money 
out to persons who desire* to secure loans, with the result that in 
about 130 or 140 months the share of stock matures and the person 
who has paid during those months receives the sum of $200. This 
plan of mine simply turns it the other end to and gives the farmer 
something to wof k with, and he pays a small installment every six 
months ; m this case to the Government, which becomes the creditor. 

Now, there are a great number of these building and loan societies 
in operation in the United States — some 7,000 of them, I belierroi 
They operate in the cities and towns in nearly all oases, and the 
reason is apparent. The man who is ^tting a stated stipend; wages, 
monthly salary, knows what he is receiving^ and with ac great de^ee 
of assuf ance. be can cut his eiiKpenditurea, his depoaits in the savings 
bank or building and loan society, in accordance with his income. 
The farmer can not do that. The farmer never knows until the end 
of the year whether he is going to get any income, and he only gets 
it at the end of the year. For that reason, alone building and lean 
societies rarely have gone into the rural districts. L know there are 
some Jewish societies in New York. They have some societies there 
on the building and loan plan. aAd I know that recently in Wiscon- 
sin — and I believe in most or the States — there is noUiing- to pre- 
vent building and loan societies being organized aniongst the farm- 
ers. But I call your attention to one simple fact that none of these 
building and loan societies have ever been successful except when 
they were separate, independent, local concerns, and every attempt 
to organize them and confederate them into national societies has 
failed. 

Now, this plan of mine makes every society a separate, independent 
society, without any confederation with any other society — flexible — 
to meet the peculiar requirements of the community whioh it serves. 

There is another thing, too, that I wish to bring to your atten-. 
tion, and it is this : Every plan proposed that I am familiar with in- 
volves banking houses. Government control, an army of salaried 
officials, inspectors, and auditors, and the inevitable building up of 
political machinery. If I understand the Moss and the Fletcher 
bills, and the latter, I understand, is the one that is perhaps most 
prominent in the mind of the committee, the drift of the enormous 
volume of farm indebtedness into the control of the money-lending 
class will be inevitable. That plan will organize the hankg that 
will issue the bonds secured by- tne mortgage& the f arnier^. t»ing to 
them. Money must come from those who have it. It can not come 
from any other source than where it is, and the suggestion that these 
gentlemen bankers with a fine eye and. philanthropic motive will 
not t€^ke advantage of the situation— well, I think I know human 
nature pretty well ; but in any event it is a roundabout, method of 
organization, and I think it is wholly avoidable and unnecessary. 

The Government, under my plan, provides the money. The 
farmer, the man who gets the money, puts up, the security. £^,nd he 
is the man who pays the interest. It may be fixed at 3- per cent or 
3i per cent, or whatever price you might fix. I can ^ot understand 
that it is any great stretch of generosity for Congress to say to the 
farmer, " You can have money, if you put up security, at 3 per 
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cent," when we have other classes of beneficiaries of Government 
credit that are not paying anything. The Government, under my 
plan, need have no association whatever with this proposed society, 
except only the single one that its bonded oflSicer will see that there 
is no waste committed and that the stipends or payments be made 
to the Government at the appointed time. 

The plan can be operated as a mutual savings society. It can be 
operated as a cooperative agricultural agency to provide for the 
purchase of farm supplies at wholesale and distribution of them to 
its members. It could operate on the building-and-loan plan in 
taking payments from its members at stipulated times as a savings 
fund. That savings fund could be loaned out to its members on 
short-time ^ loans. And any kind of business that this society 
might go into, whether it was a failure or whether it was a success, 
would in nowise involve the Government or its security. I think that 
is one of the best features in this plan. 

Now, if you say to me, " Well, why do you give farmers this 
cheap money ; why not to the butcher, the baker, and the candlestick 
maker ? " Well, that seems like a fair question. Of course, that 
would have been quite as fair a question when the question was 
whether the Government would make a donation of 150,000,000 
acres of public lands to the railroad companies. It would be the 
same question that might arise when the proposition should be to 
spend great sums of money for public improvements or for building 
levees along our great rivers — the Mississippi. Such legislation 
naturally, necessarily, if the statute is going to be of any public 
benefit, advantage, especially benefits some individuals. Why, even 
the tariff bill — and I suppose even the Democrats now will agree 
that the tariff in principle is something that the great majority of 
the American people indorse. The degree of protection is another 
question, and who shall be protected is another question; and I will 
admit there have been such gross abuses of the system that it has 
brought the system into disrepute. But, nevertheless, whether the 
reasons assigned to justify the protective tariff are true in fact or 
not, the reason always assigned was that it was for the public benefit, 
which, if in fact true, is a perfect justification of the system. In the 
same way grants to railroads and, indeed, almost any kind of legis- 
lation is or special advantage to some people and must find its justi- 
fication in the fact that it promotes the public welfare. Therefore 
the fact that this proposed legislation is of unquestionable advantage 
to the farmer signifies nothing. The crucial question is. Is it for the 
public benefit? and that being admitted, argument is applicable only 
to questions of method. 

I think Mr. Bathrick has a good bill here, but I have a far better 
one; and I want to say this, niough, that I have no great pride of 
authorship in my bill. I have given it much thought in the last two 
years, and it is the best I can think of. I admit it might be improved 
along the same plan I have adopted; but I will tell you, gentlemen, 
whenever you go to work to confederate these little banks scattered 
all over the country, as is proposed to be done, and confederate them 
into central banks and put them under national control, you are 
traveling on dangerous lines away outside of the line that you need 
to travel on. There is no need for Government control, there is no 
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need of a single political appointment being made, and there is no 
need of the machinery, plate glass, burglar-proof safes, and banking 
paraphernalia and the salaries and expenses of banking business — 
not a particle of need. Government espionage and inspection is not 
necessary for this purpose — that is, to secure to the farmer cheap 
loans and to secure to the Government good security and the pay- 
ment of the installments of interest as they fall due. 

Now, the central point in, my bill is that you avoid all this ma- 
chinery and expense; that the administrative expenses will be prac- 
tically nothing, as it is in building and loan associations. Why, the 
buildmg and loan associations are doing business at less than three- 
quarters of 1 per cent of the receipts. 

Mr. Brown. General, may I ask you a Question? I think I catch 
the drift of your idea ; but who is to f umisn the capital ? 

Mr. HuLiNGS. The Government. 

Mr. Brown. How is that to be furnished — in what way, according 
to your idea? 

Mr. HuLiNGs. The Government does not make any issue of fiat 
money. 

Mr. Brown. That is the point I wanted to come to. 

Mr. IIuLiNGS. The Government simply sells its credit. 

Mr. Brown. In what shape? 

Mr. HuLiNGS. In the shape, I suppose, of about a 3 per cent bond 

Mr. Brown. And lends it to the farmer at how much ? 

Mr. Huongs. It lends it to the farmer at 3 per cent. 

Mr. Brown. Do you propose that the Government shall loan direct 
to the farmer ? 

Mr. Huongs. Oh, no. Any number of farmers not less than 25 
can organize an association having a capital of not less than $25,000. 
These larmers pay for their stock subscriptions in their notes made 
to a trustee for the use of the Government. 

Mr. Brown. Secured by mortgages ? 

Mr. Huongs. Secured by mortgages. These individual notes are 
payable, presumably, in semiannual installments at 3 per cent — 
that is, at 3 per cent interest, payable semiannually. The association 
then makes its note to the Treasurer of the United States for $25,000, 
and back of that note puts these individual notes and the mortgages. 
And if everything is satisfactory, the Treasurer issues to the asso- 
ciation $25,000. 

Mr. Brown. Who pays the necessary expenses of the preparation 
of the mortgages and administration ? 

Mr. Huongs. The borrower always does that, of course. The 
borrower aJways has to do that; it can not be done in any other way. 

Mr. Brown. Then he would pay more than 3 per cent. 

Mr. Huongs. We propose to keep the Government clear. This 
bunch of stuff goes to the Secretary of the Treasury. If he finds, on 
inspection, everything is all right and that there is accompanying 
these mortgages a policy of insurance of an approved insurance com- 
pany that the title is clear, and where it is accompanied by the bond 
of the trustee in proper form that he will perform his duty to the 
Government i)roperly, and it is all right, the Secretary issues to that 
association $25,000 of Treasury notes or currency. 

Mr. Brown. Is not a better plan. General — ^I just want to get 
your opinion on it — to issue what you called a few moments ago 
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fiat money by which the Government will be under no obligation to 
pay anybody interest and the interest it gets will go to the main- 
tenance of the Government, good roads, or something else? I just 
want you opinion on that. 

Mr. HuLiNGs. No; so far as this bill is concerned. I do not care 
how the Government raises this money, and puts into the hands of 
those farmers a legal-tender debt-paying currency. If the Govern- 
ment could do it from its surplus funds after the fashion that it 
has recently loaned to banks $150,000,000 at 2 per cent in order to 
move the crops, then do it that way. I do not care whether the 
Government does it that way, or whether it does it by the issue of 
currency similar to the greenback currency to supply the amount 
that might be called upon. That is nothing to me. If I was asked 
which way they shall do it, I should say, believing as I do that 
there never was any necessity for the issuance of national bank cur- 
rency, that the greenback currency would have been far better, or 
far preferable, and at the same time that it would have saved the 
people an enormous suin of money that has been paid out on the 
bonds, that were lodged in the Treasury to secure the national bank 
currency during the last 50 years. And for the same reason I believe 
a greenback issue preferable to bonds, except for the powerful and, 
I fear, disturbing effect a large inflation of the currency would have 
on general business. 

I do not know that it is necessary for me to express any opinion 
as to how this money could be obtained or what kind of money it 
should be that would be obtained from the Government. If I was 
the king, I would issue greenbacks, because, after all, the security 
that is behind your national bank currency and the security that is 
behind every obligation that the Government has, is not the figment 
of gold. The real security is the unlimited power of this Govern- 
ment to tax the land, and the labor of the people upon the land to 
a sufficient amount to get gold, if it has agreed to pay gold. That 
is my notion. The security behind all of our $3,700,000,000 of cur- 
rency, except the bullion, is the power of the Government to tax. 

Mr. SELDOMRmoE. Eight there. General, if you will permit an in- 
terruption 

Mr. HuLiNGS. I would be very pleased to have it. 

Mr. SELDOMRrooE. You state that the security back of those notes 
that would be issued would be the ability of the Government to tax 
the people to get gold with which to meet their obligations ? 

Mr. HuLiNGS. Yes. 

Mr. SELDOMRrocE. Now, the quantity of gold is absolutely fixed. 
We know practically what the amount of gold is. Can you not 
conceive of a condition arising which would make the tax so enor- 
mous upon the people to secure gold with which the meet those obli- 
gations that it would practically amount to a confiscation of prop- 
erty? 

Mr. HuLiNGS. Yes, I can pretty nearly see that; yes, sir. Yet, if 
you will just reflect for a moment, if you were obliged at any given 
time to pay the Government's indebtedness in gold, there never has 
been enough gold in the country, there never wul be enough gold, ta 
pay the Government's indebtedness at any one time. It is only be- 
cause it is spread out and you use the same gold over and over agaia 
to pay the same debts. 
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Mr. Seldombidoe. Would not the imminence of that danger be 
more than increased by the increase of obligations which might be 
floated? 

Mr. HuLiNGS. Perhaps that is true to an extent, and yet I fancy 
the most powerful influence of the Government always should be 
to maintam or secure those conditions under which the people will 
be happily and productively engaged in work. 

Mr. Platt. General, you do not mean to say capital can be created 
in unlimited amounts by merely printing it ? 

Mr. HuLiNGS. Oh, no; I did not say that. I can sit down here 
and write my promissory notes to you in countless numbers, and I 
will not be worth any more than the little sum I am now. 

Mr. Platt. Sure. The same is true of the Government. 

Mr. HuLiNGS. Sure. The difference between me and the Govern- 
ment is this: I only have my own hands and brains with which to 
conceive means and execute measures to pay my debts to you, but 
the Government has 15,000,000 or 20,000,000 of people that are en- 
gaged in productive industry, with the right- to tax them sufficiently 
lo pay any obligation it has. That is the only difference. The prin- 
ciples are the same. 

Mr. Platt. If the Government issues greenbacks it merely makes 

forced loan without interest and takes money away from the people 
withoutjgiving them anything back for it. 

Mr. HxTLiKGS. I do not say that. You do not make a forced loan 
without interest if the Government redeems the loan. That is a 
mooted question. The greenback the Government forces me to take 

1 force you to take for my debt to you, and I am out of it without 
loss. But in the greenback scramble in 1878 I was a gold and silver 
man. I could not follow Gary and some of those fellows who were 
in the greenback business, and yet at the same time I say that the lead- 
ing thinkers of the world saw in greenbackism quite a desirable modi- 
fication of what was then the gold standard. 

Mr. Platt. To get down to your bill, you think it would abso- 
lutely be necessary for the Government to furnish these associations 
provided for with capital? 

Mr. HuLiNGS. I do, for this reason, and for this reason only : That 
the farmers would be under control of the money-lending class, who 
would 

Mr. Platt (interposing). Right there. Would they? 

Mr. HuLiNGS. Yes ; in a way. But let me tell you if you take the 
estimated value of farm property of 10 years ago and 1910 you will 
find it has doubled in value. 

Mr. Platt. Exactly. 

Mr. HuLiNGS. Instead of being twenty and one-half billions of dol- 
lars it is forty-one billions. 

Mr. Platt. A pretty prosperous industry. 

Mr. HuLiNGS. A pretty prosperous lot, apparently; but you will 
find in the meantime the average farmer and his family have been 
getting, exclusive of 5 per cent on his investment, about $147 a year 
and his "grub" for what has has been doing; and the man who 
owned a farm that he did not farm made just as much money and 
has been just as prosperous as the farmer who did. Why? Because 
all this apparent prosperity has been in the rising value of farm 
lands, and the farmer must sell out and quit farming in order to 
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realize that he is prosperous. So you see the farmers are not in posi- 
tion to finance each other. 

Mr. Platt. Would not any scheme by which artificial rates of 
interest were given have a tendency to mcrease the value of farm 
lands still more? 

Mr. HuMNGS. I think quite likely that is so — a very desirable de- 
sideratum. 

Mr. Platt. But would that help a man who has not a farm to get 
one, if he has to pay more money to get one ? 

Mr. HuLiNGS. It is the queerest thing in the world. I do not 
know that I can attempt to explain it, but whenever you get any- 
thing for nothing, nobody wants it nor cares to have it, but as soon 
as a thing commences to nave value, then everybody wants to get it. 
So the young fellow who makes some kind of a contract to get hold 
of a piece of land and start a home and a household and marries 
his girl and starts out, there is more inducement and he has a better 
chance of doing it when the farm industry is booming, when the land 
value is high, than when nobody wants land. To enable him to 
start is the way to make the land productive. 

Now, to follow the bill up further. After the Secretary of the 
Treasury pays this money to the association the association dis- 
tributes it to its members in proportion as they have given the 
security. He then hands back to the bonded officer these individual 
notes and mortgages, and says : " Now, I want you to collect the in- 
stallments of interest as they fall due, and to see that there is no 
waste committed on the land, that the taxes are paid, and all that 
sort of thing." Now, then, the farmer knows as long as he pays his 
6 per cent annually he never is going to be troubled with foreclosure. 
That is the haunting terror of the farmer who is in debt. And he 
also knows that if he pays the 3 per cent semiannually during the 
term his debt and interest will be discharged, because it will do that 
and also provide a sufficient sum for administration expenses. 

Now, I believe I am through. 

Mr. BuLKLEY. We thank you very much, General. 

Mr. HuLiNGS. I am very itnuch obliged to you gentlemen for your 
courtesy in listening to me. 

Mr. Bbown. General, I have one thought there that your state- 
ment brought to my mind. It is this: If the Government has uii* 
limited power to tax and collect, that is equal to a mortgage itself on 
the land, is it not ? 

Mr. HuLiNGS. Yes. But the Constitution requires taxes to be 
levied equally, you know. 

Mr. Brown. Equally, yes ; I see that. 

Mr. HuLiNGS. A mortgage only affects the property of those who 
gave it to secure the debt. 



Tuesday^ February 10^ 191Ji„ 

The subcommittee met at 11 o'clock a. m., Hon. Robert J. BulMey 
(chairman) presiding. 

Mr. BuLKLEY. We have under consideration this morning H. E. 
11897, introduced hy Mr. Bathrick, and we will be glad to hear from 
Mr. Bathrick on this bill. 

[H. R. 11897.] 

A BILL To encourage agriculture and ownersliii) of farm homes; to reduce the 
rate of interest and extend the term of farm mortgages; and to provide a 
fund for the construction and maintenance of good roads. 

Be it enacted hy the Senate and House of Rept'esentatives of the United 
States of America in Congress assembled, That there is hereby created in the 
Department of Agriculture a bureau to be known as the Farm Credit Bureau, 
hereinafter referred to as the bureau, which shall be in charge of a commis- 
sioner, who shall be appointed by the President of the United States, by and 
with the advice and consent of the Senate, and who shall receive a salary of 
$7,500 per annum and shall hold office at the will of the President. 

Sec. 2. That the purpose of this act shall be to loan money upon the security 
of farm first mortgages direct to farmers, to farmers through the agency of 
farm credit associations or designated financial associations, or as hereinafter 
provided. 

The term ** farmer " for the purpose of this act shall be construed to mean 
any person, firm, or corporation engaged exclusively in the business of tilling the 
soil and raising farm products, or that shall hereafter engage in the said 
business. 

The term "farm credit association" shall be construed to mean any associa- 
tion of farmers, who actually reside upon and operate farms, organized for the 
purpose of procuring better credit facilities with which to conduct the business 
of raising farm produce and which shall comply with regulations prescribed by 
the board hereinafter created. 

Sec. 3. That there is hereby created a board to be known as the Farm Credit 
Board, hereinafter referred to as the board, which shall be composed of the 
Secretary of Agriculture, Secretary of the Treasury, and the Postmaster Gen- 
eral of the United States, who shall act without additional compensation, and 
two citizens of the United States who are farmers within the meaning of this 
act and who shall be fairly representative of the agricultural interests of dif- 
ferent sections of the country. The said farmers shall be appointed by the 
President, to serve for a term of two years from date of their appointment. In 
the event of a vacancy upon the board of either of the farmer members, the 
President shall fill such vacancy within thirty days thereafter. Said farmer 
members shall receive a per diem payment of $20 for each day in which their 
services are required by said board, together with their expenses of traveling 
between their homes and the place where the board shall convene. 

The board is hereby authorized and directed to prescribe procedure, regula- 
tions, and forms, not otherwise herein prescribed, for the best means of carry- 
ing out this act. 

After consultation with the heads of the various Grovernment departments 
the board may designate employees of any of these to assist in the administra- 
tion of the purposes of tihe bureau, in any capacity, which shall not conflict 
with their regular duties. 

228 
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Within thirty days after the provisions of this act in sections one and five, 
relating to the appointment of a commissioner and chief clerls. of the bureau, 
shall have been complied with, the said board shall meet in the city of Wash- 
ington, District of Columbia, at a place designated by the Secretary of Agricul- 
ture, and perform the duties herein provided, and shall hold further meetings 
upon the call of its president. The Secretary of Agriculture shall be presi- 
dent of the board, and the chief clerk of the bureau shall be secretary. The 
said chief clerk shall act without additional compensation. The secretary of 
the board shall keep a record of all of its proceedings and of all rules, and regu- 
lations, which shall be preserved in the archives of the Department of Agricul- 
ture and copies thereof shall be transmitted to the commissioner of the bureau. 
All decisions on matters coming before the board shall be by a record vote of 
the majority, each member having one vote, and three members present shall 
constitute a quorum for the transaction of business. 

Sec. 4. That the commissioner of the bureau shall receive applications for 
loans, supervise collections, keep a correct registry of all securities, and, by his 
direction, all disbursements from the funds of the bureau necessary to carry out 
this act shall be made. He shall keep correct accounts of the loans, sales, in- 
vestments, receipts, expenditures, profit and loss, and make a report of these 
and other work of the bureau to Ck)ngres.s at the end of each fiscal year, but 
neither the names of applicants nor the individual amounts of loans granted 
shall be disclosed by any oflacial, agent, or employee assisting in the adminis- 
tration of this act. 

Sec. 5. That the said commissioner shall appoint a chief clerk, chief ex- 
aminer, and a treasurer as officers of the bureau. The chief clerk shall receive 
a salary of $5,000 per year; the treasurer shall receive a salary of $4,000 per 
year, and each shall give bond in such sum and terms as shall be prescribed by 
the board. The commissioner shall engage such employees as shall be neces- 
sary, appoint appraisers and administrative agents of the bureau, and shall 
have charge of all employees and conduct of the business of the bureau. The 
commissioner shall have power to dismiss any of said ofllcers, and is hereby 
authorized to incur all expenses necessary to the establishment, organization, 
and maintenance of the said bureau. 

In the event of the absence or disability'' of the commissioner the chief clerk 
Bhall act as deputy commissioner, and during the time he so acts shall perform 
all the duties of the said commissioner, and no legal action shall rest ui)on a 
question of the authority of the said deputy commissioner to perform such 
duties. 

The Department of Justice shall assign to the bueau a competent solicitor. 

Sec. 6. That the commissioner shall organize the bureau into divisions, and 
each division shall represent corresiwnding districts of the territory of the 
United States, and shall be in charge of a chief examiner. All applications 
coming from said districts shall be examined and passed upon by the chief 
examiner for that division. 

The said chief examiners shall be chosen with regard to their general fit- 
ness and their knowledge of farm lands and agriculture of the districts In 
their charge; shall each receive a salary of $2,500 per year, and shall each 
give a bond in the sum of $5,000 that they will comply with the provisions of 
this act prescribing what loans shall or shall not be made, and with whatever 
rules and regulations may be formulated for their guidance by the board. 

Sec. 7. That the commissioner, the chief clerk, and the treasurer of the 
bureau shall constitute the staff of the bureau, before which all applicants 
tot loans may appear personally or by attorney, and present additional evi- 
dence if their application shall have been denied in whole or in part. The 
decision of the majority of the said staff shall be final. 

Sec. 8. That the commissioner of the bureau, by himself or his agent, duly 
appointed for such purpose, for and on behalf of the Government of the United 
States, is hereby authorized and empowered to appear in any United States 
court, or State, Territory, or district court in the United States in any legal 
procedure on any question arising from the making or collecting of loans, 
sales, or purchases made under the provisions of this act. The said commis- 
sioner may designate, under regulations prescribed by the board, any farm 
credit of financial associations as loan agent, but farm credit associations shall 
be preferred. 

Sec. 9. That at the end of each fiscal year the commissioner shall ascertain 
the sum total of the assets of the bureau, consisting of cash, collectible 
securities, and interest due to the Government. He shall also ascertain the 
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total of all liabilities of the bureau, and for this purpose an estimate of the 
expenses of the bureau for the ensuing year shall be considered a liability. 

The total of the assets in excess of the total liabilities of the bureau shall 
be considered a book profit, and the Secretary of the Treasury shall Issue 
registered bonds, which shall be countersigned by the Comptroller of the 
Treasury, to an amount equal to ninety per centum of the said book profit, and 
deposit the proceeds thereof in the Treasury of the United States, to be avail- 
able for the construction or maintenance, or both, of public highways in such 
manner and form as may be hereafter prescribed by act of Congress. The 
balance of the book profit, as rapidly as possible, shall be converted into cash 
or easily convertible securities and considered as an assurance fund, from 
which all losses shall be transferred into the general fund. 

Sec. 10. Thrit the Secretary of the Treasury is hereby authorized and 
directed to borrow money on the credit of the United States, under terms and 
conditions prescribed by the board, for the carrying out of the provisions of 
this act, and from time to time shall issue registered bonds, which shall be 
countersigned by the Comptroller of the Treasury. The said Secretary of 
the Treasury shall Issue registered bonds of one series to redeem the bonds 
of another series If so directed by the board. All bonds provided by this act 
shall bear Interest not in excess of three and one-half per centum per annum, 
payable annually, and shall be exempt from taxes or duties of the United 
States as well as from taxation in any form by or under State, municipal, 
or local authority; shall not be sold at less than par and shall be of such 
maximum and minimum denominations and terms as shall appear to the board 
to secure the best market among all the citizens of the United States: Provided^ 
That the total sum of bonds outstanding shall bear as close relation as possible 
to the total sum of securities, accepted applications for loans, and cash surplus 
held by the bureau. 

Sec. 11. That each day all sums of money procured by the sale of bonds, 
together with all receipts of the bureau, shall be covered into the Treasury 
of the United States, and it shall be the duty of the Treasurer of the United 
States to keep an account of such sums in his charge and they shall not be 
used for any purpose other than as herein provided. With the exception of 
such part of this fund as shall be required to pay the running expenses of the 
bureau and the accrued Interest on outstanding bonds, the funds so provided 
shall constitute a loan fund which shall be loaned or invested with as little 
delay as possible, as herein provided.. 

Sec. 12. That the treasurer of the bureau la hereby authorized to draw war- 
rants, which shall be countersigned by the commissioner, against the said loan 
fund and the said treasurer shall keep account of such moneys in manner as 
shall be prescribed by the commissioner, and all accounts of the bureau shall 
be audited by the Auditor for the Department of Agriculture In the Depart- 
ment of the Treasury. 

Sec. 13. That whenever the commissioner shall have ascertained that the 
value of the property offered as security by an applicant is sufficient, that the 
applicant Is possessed of good legal title thereto, that all regulations governing 
the granting of loans have been compiled with and all necessary documents 
have been properly executed, the treasurer of the bureau shall transmit to the 
borrower a warrant on the Treasurer of the United States for the sum of the 
loan, which shall be charged against the loan fund herein provided. That the 
loan applied for is not in excess of sixty per centum of the value of the land 
and peiinnnent Improvenjents thereon ; that the title to the property offered as 
security by the applicant Is valid ; that the money Is to be used In a practical 
manner for Improvement of the property and to aid In Increased production 
from the soil; that the applicant Is honest, thrifty, and capable of conducting 
the business of farming; that market, soil, and climate conditions are such 
as will not interpose serious obstacles to the success of the applicant, shall be 
considered as primary reasons for granting a loan. 

That loans shall be made to farmers upon the security of farm first mort- 
gages in terms as the board may prescribe, bearing Interest payable semi- 
annually, of not more than four and one-half per centum per annum. The 
terms shall provide installment payments of a fixed amount, payable semi- 
annually, which shall include in part the amount of interest due at each inter- 
est-paying period, and in part a payment upon the principal, but such install- 
ment shall not exceed $4 upon each $100 of the debt : ProiHded, That nothing 
herein shall be construed to prohibit the mortgagor from paying more than the 
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said installment at the lnterest>paying period, and according to regulations pre- 
Fcribed by the board. 

Tx>ans shall be made to farmers upon farm first mortgages, through farm 
credit associations or designated financial associations acting as agent of the 
bureau, under regulations prescribed by the board, ur.on the same terms as pre- 
scribed in the preceding paragraph of this section, and the commissioner shall 
pay to the said associations a commission annually of not in excess of one-half 
of one per centum on said loans : Provided, That said associations shall become 
surety for all mortgages upon which loans are made through them. 

Loans shall be made upon municipal bonds bearing an interest rate of not 
less than four and one-half per centum per annum, payable semiannually, and 
the said bonds may be purchased in the open marliet by the commissioner under 
regulations prescribed by the board, but such loans and purchases shall be 
limited to the requirements of the bureau for easily convertible securities with 
which to provide for redemption of outstanding obligations. 

Sec. 14. Thiit no loans shall be made upon the security of a single mortgage 
for an amount in excess of $15,000. No loan shall be made for less than $800, 
and loans upon single mortgages for amounts less than $7,000 shall receive the 
preference. No loans shall be made in any case for an amount in excess of 
sixty per centum of the value of the property offered as security. 

No loans shall be made where the proceeds thereof are not to be used for the 
discharge of an obligation against or the improvement or cultivation of the real 
property offered as security, or the real property to be purchased with the loan. 

No loans shall be made where the loan applied for is to be used for the culti- 
vation and improvement of a farm operated exclusively by a tenant, but noth- 
ing herein shall be construed to mean that a farm upon which the owner resides 
throughout the year comes within the prohibition of this paragraph. 

Sec. 15. That all contracts and obligations of whatsoever character arising 
from or by the provisions of this act, or the operations of the bureau, shall be 
considered as made for and on behalf of the Government of the United States 
and shall be drawn payable to or by the commissioner of the bureau in his 
official capacity. All farm mortgages held by the bureau under the provisions 
of this act shall be payable in money receivable for excises and taxes due the 
Government. 

Sec. 16. That all applicants for loans under the provisions of this act, together 
with all appraisers who shall be appointed by the said commissioner to view 
and appraise the value of property upon which loans are requested, shall state 
under oath the true marliet value of the property offered as security and reply 
to all questions asked in the application blanks, and if it shall appear after the 
said loan is made that the said applicant or appraisers have made any misstate- 
ment of fact respecting the value of the said property intending to make it 
appear greater than it really is, or if the mortgagor shall by any act depreciate 
the value of the property given as security, at the option of said commissioner, 
notwithstanding any contract previously entered into, the principal and interest 
of the said loan shall immediately become due and payable, in whole or in part, 
and subject to all legal processes for collection. 

Sec. 17. That any person or persons who shall willfully make a misstatement 
respecting the value or title of any property upon which a loan is secured, or 
commit any act with the intent thereby to defraud the Government, or to 
prejudice the interests of the Government by procuring a loan of a greater sum 
than sixty per centum of the value of said property, or who shall in any way 
by such act or misstatement cause a loss to the Government, shall be fined not 
more than $5,000, which fine shall be paid into the loan fund, or shall be 
sentenced to not more than five years* imprisonment at hard labor, or both at 
the discretion of the court. 

Sec. 18. That the sum of $300,000, or such part thereof as may be required, is 
hereby appropriated fi'om any unexpended balance in the Treasury of the 
United States for the purpose of carrying out the provisions of this act relating 
to organization, maintenance, and preliminary expenses, and all other appro- 
priations which may hereafter be made for such purposes shall be included in 
the appropriations for the Department of Agriculture. 
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STATEMENT OF HON. ELLSWOSTH S. BATHBICE, A SEPBESENT- 
ATIVE IN C0NOBE8S FBOM THE STATE OF OHIO. 

Mr. Bathrick. Mr. Chairman, if it is agreeable to the committee, 
before taking up the discussion of the bill which I have introduced, 
I would like to review in rather complete detail what European 
countries and other countries are doing in the way of Government 
loans. 

In the review of loans made by different countries of Europe and 
elsewhere I give as my authorities the following : The Year Books of 
Germany, New Zealand, and Australia ; the reports of the English 
Estates Commission, reports of the ministers of France, and the 
laws of countries referred to ; reports from the treasurer of the Phil- 
ippine Islands and of the Philippine Commission; report of our 
ambassador to France; writings and reports of the delegate of the 
United States to the International Institute of Agriculture at Rome ; 
consular reports; and numerous congressional documents, including 
Senate Documents 17 and 214, Sixty-third Congress. 

The first subject I will take up is Government aid in Germany. 

There are 16 institutions in Germany whose liabilities in the shape 
of mortgages, debentures, or obligations to depositors are guaranteed 
by the State or province. It is the regular business of these institu- 
tions to loan to individuals on mortgage security, and the profits 
derived from this business revert to the Government. These insti- 
tutions are managed, owned, and controlled by the Government. To 
make this plain, I will say, that if the State of Ohio were to open a 
bank, supply its capital from State funds, guarantee all its ooliga- 
tions, and appoint an official to manage it, Ohio would be doing about 
the same thing as is done by one of triese provinces of Germany. 

These institutions have been established from as early as 1832 up 
to 1894, and the great importance of their system to agriculture can 
not be overestimated. These 16 institutions, up to the year 1909 (a 
later report not being accessible), have loaned in round numbers 
$485,540,985. 

I want to say to the committee that the figures as I give them are 
approximately correct ; and the reason I use the word " approxi- 
mately" is because I may not have been exact in translating lire, 
pesos, crowns, marks, and pounds into American dollars. But I 
think they are nearly correct: 

In 1895 the Prussian State Central Cooperative Bank was estab- 
lished as a state-endowed institution. This bank lends money in 
large sums to cooperative credit societies. It is stated by the Prus- 
sian minister of finance that this was found necessary in order to 
"steady the interest rate." The Prussian Bank in the year 1907 
loaned $165,000,000; in 19H, $187,361,883, developing a progressive 
tendency to enlarge this method of assisting agriculture. 

None of these institutions or banks are in the slightest sense con- 
ducted for private profit, but are operated exclusively for the people ; 
yet, with a margin of profit on interest not much more than one-half 
of 1 per cent in the year 1907, they paid upon their endowed capital 
of $18,750,000 a dividend of 1.49 per cent. 

Mr. BuLKiiEY. Which bank is that ? 

Mr. Bathrick. These are all of the banks. 
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Mr. BuLKLEY. Of Bavaria ? 

Mr. Bathrick. Yes. 

Mr. Seldomridge. Will you let me ask you a question ? 

Mr. Bathrick. Certainly. 

Mr. Seldomridge. Were those banks organized under what we call 
a legislative act, or were they organized by a department of the 
Government ? 

Mr. Bathrick. These banks grew up, some or them with capital 
given to them by some wealthy duke or feudal lord. Eventually 
they were supported by legislation and their capital increased by the 
issue of bonds or appropriations from State money. 

Mr. Seldomridge. Their organization was not, then, the result of 
lemslative act pure and simple? 

Mr. Bathrick. The earlier ones were not, but they were after- 
wards supported by legislation. The later ones were, and some have 
been organized, as I have stated, as late as 1894. 

Mr. Seldomridge. Were they performing public functions, then, 
prior to any legislative construction ? 

Mr. Bathrick. The legislature was the duke himself; he was the 
source of law, and he formulated legislation which established one 
or two of them. 

Mr. Weaver. When? 

Mr. Bathrick. As far back as the seventeenth century, I believe ; 
I can not state exactly. 

Mr. Weaver. What do you mean by " feudal lord "? 

Mr. Bathrick. Well, perhaps, the term is not correctly applied 
in this case. A lord of a domain that had charge of pretty near 
everything. 

Mr. Weaver. Is it not a fact that the feudal system has been ex- 
tinct for pretty nearly 400 years in Europe? 

Mr. Bathrick. The gentleman's knowledge of history may be more 
correct than mine 

Mr. Weaver. Oh, I am not criticizing you. 

Mr. Bathrick. I will accept a correction from the gentleman in 
reference to the word " feudal," but not with respect to the establish- 
ment of the banks. There are numerous banks or credit associations 
in Germany to which the Prussian Government for their foundation 
capital has issued in the last 50 or 60 years the sum of approximately 
$1,700,000. The Prussian act of 1896 appropriated a sum approxi- 
mating $1,250,000 for the building of granaries in order to remove 
the middleman's excessive profit on part of the food supply. 

Baron von Hermen-Schorn, former agricultural expert of the 
Germany Embassy, says, "The cooperative rural credit systems in 
Germany were not carried on as effectively as they are now under 
Government assistance." He also says that a system "started by 
bankers and run by bankers could in no sense be a cooperative sys- 
tem and probably would not help the interest of farmers for any 
length of time." 

Speaking of the public savings banks and various Government 
aid institutions of credit in Germany, he says, " Private banks have 
been asked if they have ever felt any interference by the savings 
banks in their business, and they say they have not." 
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In this connection, I wish to inform the committee that the com- 
mercial rate in Germany now is from 1^ to 2^ per cent higher than 
the land mortgage interest rate; and the evidence that I have been 
able to gather throughout all of Europe indicates that the lower rate 
of interest upon mortgages has not materially affected the com- 
mercial rate, and the commercial rate has held up to its usual 
average. 

Mr. Weaveb. Just a question there. 

Mr. Bathbick. Yes. 

Mr. Weaveb. Isn't it also true that the cooperative or short-time 
moneys that the farmers get through the Raineisen system are fur- 
nished for a lower rate of interest than the commercial rate ? 

Mr. Bathbick. Oh, yes. The cooperative system everywhere has 
l)een an assistance in lowering the rate, but my contention that the 
cooperative system ha^ gone on better with Government aid is borne 
out by all my investigations. 

Mr. Weaveb. I think that is true, undeniably. 

Mr. Bathbick. I wish also to remark in this connection that the 
bankers of New Zealand, who in 1896 opposed the lending of money 
to the farmers by the Government, stated afterwards that it did not 
injure their business, but " seemed to stimulate their business gen- 
erally." 

Mr. William C. Teichmann, United States consul at Mannheim, 
Germany, states that the increased facilities for securing loans has 
not resulted in the farmers going into debt to their disadvantage, as 
" the farmer is careful and conservative." I think that matter applies 
to one objection that I have incidentally heard to Government loans 
reducing the rate of interest and making the terms easier, which of 
course would also apply to any other farm-credit method which 
would reduce the rate and make the terms easier. 

During the 70 years that the Government Land Bank of Wies- 
baden has been in existence it has never lost a penny on land mort- 
gages. Of the section of the country near Wiesbaden Mr. Reusch, 
councilor of Wiesbaden, states that out of every 1,000 farmers 756 
are without debts. This is a comparison that would make Amer- 
ica blush. The Land Bank of Wiesbaden has 28 branches, and is a 
fair example of Government aid in Germany. The Parliament, 
which meets every year, elects three members for life and three hon- 
orary members, who manage the bank. The State guarantees the 
mortgages, guarantees the debentures, and guarantees every debt of 
this bank in Prussia. No official of the land can have an interest in 
the business of the bank. Each official has a salary and is prohibited 
from taking any part in the banking business. The profits go to the 
Government. If there is a large net profit, then the people in the 
Province pay less taxes ; but often the money is applied to the main- 
tenance 01 an asylum, the building and keeping up of the provincial 
roads, etc. Mr. Keusch further says that the taxes upon the popula- 
tion are low on account of the profit made in lending money in this 
way. All the capital of this bank was originally borrowed upon 
bonds. The rate of interest charged borrowers runs from 3^ to 5 
per cent, the higher rate being charged very seldom. 

I wish to make this observation, gentlemen, that, considering the 
constant reference to the great success of Germany in establishing 
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agricultural credit and all that has been said about her cooperative 
system, that these facts about Germany are very instructive, and 
if we are to have no Government aid in the United States we ought 
to stop talking about Germany as a model. 

I will take up next England. 

In 1894 there was an attempt made to transplant from Germany 
the Raiffeisen system of cooperative credit in Ireland. There was a 
commission appointed of nine men who visited European countries 
where the Schulze-Delitzsch and the Raiffeisen systems and kindred 
plans were in full operation. They came back to Ireland and re- 
ported enthusiastically upon the great benefits that these systems had 
been to these countries, and Ireland officially and through various 
patriotic and energetic organizers took the plan up and tried to intro- 
duce it into Ireland. Now, 17 years had elapsed up to 1912 and we 
find the cooperative societies of Ireland, so established, lending in that 
year, 1912, only $282,720 as the total outstanding loans. Of course 
that was a mere drop in the bucket. She had about 236 of these 
societies organized. I consider this as an illustration of the slowness 
of self-help among the helpless, unaided by the Government. 

Landlordism had for many years been fastening itself upon the 
Irish farmer. The power of wealth and the traditional rights of 
ownership had built up a system of oppression that no self-help could 
make way against and secure relief for the poor farmers. Ferceiv- 
ing that it was idle to talk of self-help to the helpless, the British 
Government in 1903 enacted a law and authorized the expenditure of 
100,000,000 pounds sterling and established the English Estates Com- 
mission which under this act up to the year ending March, 1911, had 
expended $370,000,000, approximately. The work of the estates com- 
mission was to purchase large landholdings^ cut them up into small 
parcels and sell them at a very low rate of mterest, running I think 
from 2f per cent up to 3^^ per cent, with a term of from 62 to 68 years. 
Some of this money was used for building cottages, and there was a 
special fund for providing equipment. The loan fund is borrowed 
by the Government on its certificates at 2f per cent, redeemable in 
30 years. A separate fund is provided from which, in some cases, 
expense for drainage, fences, stock, feed, and implements are pur- 
chased. The project includes the erection of about 25.000 farm cot- 
tages. 

Now I quote from an address of Sir Horace Plunkett, president of 
the Irish Agricultural Organization Society, and who has frequently 
been quoted on this subject, but, as near as I can gather, is thoroughly 
in accord with the principle that Government aid must go hand in 
hand with self-help. Speaking of this as a " huge undertaking," he 
says, " This, as no doubt you are aware, is now the accepted policy of 
all parties." He speaks of the policy of " strict abstention from any 
interference by Government with the business of the people" as 
*' withholding the kind of assistance which every other European 
Government was giving to its farmers." Sir Horace refers to this 
failure to give assistance as the " laissez faire doctrine." In other 
words, I believe that means the do-nothing doctrine. He further 
states, referring to his studies respecting the agricultural future of 
America, " that while the State and the voluntary movement must 
advance side by side and while the State must give its aid to the co- 
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operative movement, it must seek to secure to that movement the 
greatest freedom," with which opinion I heartily concur. 

Next T will take up France. The Credit Foncier of France was 
established in 1852. For the first years of its existence it was given 
a Government subsidy of 10,000,000 francs. Under the law of March 
31, 1899, district agricultural-credit banks were established and a 
lump sum of 40,000,000 francs and a J^early contribution of 3,000,000 
francs placed at their disposal. This money was the tax placed 
upon the Bank of France as payment to the Government for its 
franchise which was renewed in 1896. That money was clearly 

Eublic money, as much as any money taken from the taxpayers. It 
as been stated that this was not Government money, but this is not 
true, as a tax had been collected for three years prior to its being con- 
tributed to the use of the agricultural bants. It is estimated that be- 
fore the present franchise of the Bank of France expires that over 
100,000,000 francs will have been contributed in this manner. The 
result is in France that this action was an impetus to the establish- 
ment of the agricultural credit societies of a cooperative character, 
which had never before been experienced in France and which would 
not have been know except for Government loans. 

A celebrated French writer, Maurice Dufourmantelle, who is evi- 
dently acquainted with conditions throughout Europe, says, speak- 
ing of Government aid : " Its action runs parallel with that of private 
initiative, each mutually complementing the other." 

Throughout all Europe, wherever self-help for the helpless has 
been permitted to drag its way over the obstacles interposed by an 
avaricious money-lending system, progress has been slow. 

Next I will take up Austria. Between the years of 1869 and 1910, 
669 public savings banks were organized in Austria. These banks 
had loaned on mortgages in 1910 3,763,345,000 crowns. A crown, I 
believe, is $1.21. These figures are taken from a statement made by 
the Austrian minister of agriculture. About 45 per cent of these 
loans were placed on farms. 

There are 17 provincial banks in Austria, which have very little 
initiative capital, but whose obligations, in fact all their liabilities, 
are guaranteed by the provincial or State governments. In 1910 
these institutions had issued debentures, which were guaranteed by 
the State governments, amounting to 1,557,819,000 crowns. Over 
80 per cent of these debentures represented agricultural loans. Lend- 
ing at a very low rate of interest these banks in 1910 showed a net 
profit of 3,126,000 crowns. The minister states : " It has been demon- 
strated by experience that the provincial banks have never suffered 
losses in compulsory realization of their claims. The mortgages, 
the assets of the bank, and the Province, with its taxes, serve as 
guarantees for the debentures. There is a clear case where the 
taxing power is put behind the Government guarantee of these 
debentures. Agriculture prefers the credit of the provincial banks 
to all other sources of credit, including private institutions and the 
farm cooperative institutions, because the provincial banks offer 
the lowest and most stable rates of interest, and because loans are 
amortizable in small annuities. He states it is impossible for private 
parties to make amortizable loans for small amounts. An excessive 
rate of interest is irreconcilable with amortization in agricultural 
transactions. These institutions are characteristic of Austria and 
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merit the attention of countries where the greaest possible freedom 
of the individual and the vigorous development of the State as a 
whole are to be found working harmoniously together. 

Speaking of the rise of the price of land, which is a condition 
existing throughout all of Europe, and regarding the conjecture 
of some that this increase of land values might be due to " increased 
credit to the farmers by reason of the land mortgage and Raiffeisen 
systems," the minister says: "It has nothing to do with the rise in 
price of land; but the causes are the increasing population and 
the increasing consumption." 

Dr. Moritz Weden, speaking of Government loans in Austria, says : 
" The cooperative movement for the Government aid, which has been 
rendered to it, has, in turn, rendered abundant cooperative aid to 
the Government." 

Next I will take up Russia. Some of us who have some small 
knowledge of the history of Russia, think of it as a benighted region 
where extraordinary measures may be necessary, and where condi- 
tions are not justly comparable with those in the United States. I 
do not contend that that is not in a great measure true, but neverthe- 
less we find Russia following the example of almost every other 
country on earth, doing much in the matter of the extension of 
Government credit to its agriculture. 

In 1895 the Peasants Land Mortgage Bank in Russia was given 
power to purchase entire estates from landlords, and was given 
special capital for this purpose by the Crown — meaning, of course, 
the Government. Up to 1912 53,000,000 acres of land had been thus 
purchased and cut into tracts averaging 21 to 27 acres. The payments 
of the purchasers of these small tracts run as long as 55^ years, and 
the annual payments, including amortization and cost of administra- 
tion, amounts to about 4^ per cent. The annual payment on these 
small tracts which are purchased run from $25 to $50 a year. 

The Russian Government secures this money by the issuance of 
its bonds. Both the institutions of the Raiffeisen and Schulze- 
Delitzsch type, since 1895, have been assisted by Government funds, 
and their recent growth has been very rapid. The Government of 
Russia has established central State banks which lend a certain por- 
tion of the foundation capital to the credit societies at 4^ per cent 
interest. I will say further, respecting Russia, that she has loaned 
a great deal of money up to as high as 90 per cent of the appraised 
value of its security. I think that she has lost some money, which 
is the only case that I have discovered where any Government has 
lost any money on loaning to farmers for agricultural purposes. In 
fact, no State in all of my readings has lost a penny aside from 
Russia. 

Mr. Woods. How does Russia loan money to the farmers? 

Mr. Bathrick. She loans on mortgages. 

Mr. Woods. Direct, or through these oanks? 

Mr. Bathrick. She does it through the banks that she established. 

Mr. Wood. Are the banks 

Mr. Bathrick (interposing). They are official banks, not for 
profit. 

Mr. Woods. They have capital stock, do they ? 

Mr. Bathrick. Their capital is that which is given to them. They 
are endowed by the Government. I was preparing to state from 
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memory — I have not it in writinc, but I think I am sufficiently cor- 
rect — that the very small sum which Bussia has lost in loaning up 
to 90 per cent of the appraised value of the security, is considered 
of no importance whatever in proportion to the immense value to 
her agriculture and the satisfaction of her people. I think the loss 
in proportion to the total loans is in the neighborhood of one-ninetietii 
of 1 per cent. 

Mr. Weaver. I do not want to interrupt the continuity of your 
thought, but we are getting a lot of valuable information, and before 
you get through I want to ask you some questions in regard to your 
bill. 

Mr. Bathrick. I am coming to the bill shortly. Now, taking up 
Hungary. The entire Hungarian agriculture policy is State en- 
dowed; and I would like to say to the committee^ that as far as I 
have been able to ascertain in respect to the condition of agriculture 
in Hungary, it is not inferior to that in most other countries. We 
are accustomed to speak of these nations from the knowledge that 
we acquire from uncertain sources, and I think that would be a 
wrong basis on which to establish an opinion, of Hungarian agri- 
culture. 

Aside from performing every duty of government in the direction 
of education, which is carried on in the United States and every 
other leading country, Hungary pursues a policy of substantial help 
through giving financial means to perform the wotk which it has 
taught the farmers how to do. The work is carried on mainly 
through the State controlled and national small holdings land-mort- 
gage mstitute, the Central Hungarian Credit Cooperative Society, 
and the National Association of Hungarian Land Mortgage In- 
stitutions. Moragage debentures are guaranteed by the Government. 
The outstanding loans on agricultural real estate in 1907 were esti- 
mated at over $822,000,000. 

It is stated that when the cooperative movement in Hungary and 
when discussions as to whether Government loans should be insti- 
tuted were under way that " the country banks left no stone unturned 
to prevent this movement which they believed seriously threatened 
their business." This belief later proved to be manifestly erroneous. 
In fact, a study of European private bank conditions reveals the fact 
that their business is still profitably conducted in the presence of 
cooperative credit and Government aid for farmers. But they do not 
pay any 50 to 100 per cent dividends over there, which is a rate, 
I believe, should not be paid on the loaning of money in any coun- 
try. In many of the countries where the rate of interest on farm 
mortgages is as low as 4J per cent private joint-stock mortgage com- 
panies have gone into the business, conducting it at the low rate and 
have paid substantial dividends. The largest joint-stock land mort- 
gage company in the world, located in Germany, has paid dividends 
for years averaging around 8 to 9 per cent, with a margin between the 
cost of money ana the rate at which the money is loaned, of one- 
quarter of 1 per cent. 

Next, taking up Italy, there are three public banks in Italy, namely, 
the Bank of Naples, the Bank of Sicily, and the Savings Bank of 
Milan. These banks have numerous branches which are increasing. 
They are entirely altruistic institutions, have no shareholders, and 
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pay no profits except to the State. Under the 1907 law, by a special 
tax, 4,000,000 lire was turned over to the Bank of Sicily. The rate 
of interest upon agricultural loans, including interest and amortiza- 
tion, is usually 5^ per cent, with an agreement that payments made 
exactly upon the date due get for the borrower a reduction. For- 
merly the rate of interest to farmers in Sicily was often as high as 
60 per cent. They did not pay much more than the hearings, which 
have been held before this committee, develop that some of the farm- 
ers of this country have been paying. 

Now, taking up Switzerland, there are 23 banks in Switzerland 
which are furnished with the capital of the various States or Cantons. 
This capital is either drawn from the Government treasury or by 
the issue of the bonds of the State. As an example, the Zurich Canton 
Bank was established in 1870 with a capital of 6,000,000 francs, taken 
from the public treasury. This capital has since been increased to 
30,000,000 francs by the issuance of Canton bonds. The Canton Bank 
of Zurich is governed by a board of directors composed of 13 mem- 
bers appointed by the Government. There are also private banks, 
joint-stock and cooperative banks, but the rate of interest and terms 
are higher than those of the Government banks. One half the profit 
of these public banks goes to the reserve fund and the other half to 
the State. These banks, in lending money on farm property, deal 
directly with the farmer in his individual capacity, and the interest 
rate varies from 4 to 4J per cent, and the terms are as long as 59 years. 

Next is Denmark. As an indication of what the agricultural con- 
dition might be conjectured to be in Denmark — ^I was going to give 
you my authority on this but I can not remember it — from statistics 
which I am sure I could get in my office, I have ascertained that Den- 
mark exported at the rate of $9 per cultivated acre from that coimtry 
in 1911. 

The Government of Denmark, since 1899, has loaned 25,000,000 
crowns directly to the farmers of that country. It is increasing this 
loan at the rate of 4,000,000 crowns per year, charging interest at 3 
per cent. This work has been conducted on the theory that the main 
expenditure should be for the small farmer, to help him build his own 
home and become independent. It loans up to 90 per cent of the 
appraised valuation of the property. Operating for 14 years on this 
plan, very few small loans had to be taken over, because of failure 
to meet the obligation. The total loss during these years amounts to 
only one two-hundred-and-fiftieth of 1 per cent of the total amount 
loaned. This method of fostering farm-land owners has been of great 
advantage to the large farmers, because of the increase in country 

!)opulation and consequent increase of farm hands. And right here 
et us think of the suggestion that if $100,000,000 was so invested by 
the Government of the. United States, secured by the issuance of its 
bonds, it would put 100,000 farmers on small farms who are not there 
now, resulting in increasing the country population, increasing the 
hands that arc so short now during a cropping season, and giving an 
immense advantage to the larger farmers of mis country. I can not 
imagine, in trying to draw a picture of this situation, how this Gov- 
ernment could better expend $100,000,000, even if it were appro- 
priated from the tax fund. 

39731—14 16 
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Mr. Weaver. You do not provide for that at all in your bill, do 
you? 

Mr. Bathhick. Oh, yes. I provide for it, but not from the tax 
fund. I take care of that in my bill, but I do not want to take up 
the bill now. 

Mr. Weaver. I do not think you do. 

Mr. Bathrick. Well, we will see. If I do not, I want to provide 
for it. You gentlemen can help, if you will. 

Now, taking up Norway. In the city of Christiania is located the 
mortgage bank of the Kingdom of Norway. Its capital belongs to 
the State, which, under the agreement, the Government can not 
recall until after the bank has "fulfilled all of its undertakings." 
All bonds issued by this bank are the obligation of the Government. 
Loans are made up to 60 per cent of the value of the property 
mortgaged for a term of 40 years at 4^ per cent interest. The admin- 
istration of the bank is in the hands of a board of directors chosen 
by the Norway Parliament and nominated by the King. 

Next, as to New Zealand. I have already said that New Zealand 
was one of the most progressive countries politically or in a Govern- 
ment way in the world, and I think it is proper to state here that 
in England, Germany, France, and in the United States has been 
adopted, in several instances, New Zealand's progressive legislation. 
And for that reason I do not think in taking this subject up in its 
relation to New Zealand that we have emj ground upon which to 
say " Oh, that is only a smaH country of no importance." 

In 1894 New Zealand passed a law known as the advances act, 
which was put into operation in 1895. Up to this date it has loaned 
over $60,000,000 at interest rates around 4 and 4| per cent. The loan 
fund has been mainly produced by the issue of Government bonds 
upon which an interest rate was paid running from 3 to 3J per cent. 
These facts bear upon the question as to whether we can issue bonds 
at a low rate of interest and get money or not. 

Prior to the passage of this law farmers were paj^ing over 8 per 
cent interest and the money lenders were contending that it was 
cheap enough. That is the same condition we have in the United 
States. 

Mr. BuLKLEY. Do you know the market for those New Zealand 
bonds ? 

Mr. Bathrick. I will come to that in a moment Since the law 
went into operation the same money lenders have continued to lend 
money, but at the rate given on Government loans. In other words, 
having loaned their money at 8 per cent in New Zealand, after the 
Government had demonstrated the money could be loaned on a lower 
rate, they were willing to go into the business. In 1911 the total 
expense of carrying on the business was fifteen one-hundredths of 
1 per cent. Now, we have some, perhaps, who claim that 1 per cent 
is necessary to take care of management and expenses. All over the 
world from fifteen one-hundredths of 1 per cent up to a quarter of 
1 per cent is all they have considered necessary to take care of 
management and expenses; and on a quarter of 1 per cent some of 
the private joint-stock companies are making money. In the year 
1912 the loan department showed a net profit of over $300,000, and 
in the appendix to the journals of the House of Representatives of 
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New Zeland for the second session, a statement of profit and ex- 
pense for the year ending March 31, 1906, shows gross profits — 
translated from pounds, shillings, and pence— as $193,175. The 
total expense for tne advances department is given at $22,193, which 
is about 55 cents for each $500 of outstanding loans. The net profits 
were approximately $170,236. The cost oi management in 1911, 
which is given as the outside average, was 75 cents on each $500 
loaned. This is about fifteen one-hundredths of 1 per cent and 
conforms very closely to the management cost reported from other 
countries. In 1911 the report showed a loss on one account amount- 
ing to $265. It was also stated in the report that there were two 
securities on hand which were not satisfactory. These are illumi- 
nating facts, I think. For the 16 years of the operation of the plan 
a total of 32 foreclosures had been made out of a total of 16,005 
loans ; illustrating plainly the fact that a Government can loan money 
and make money — not lose it. 

The same opposition to Government loans which has been insti- 
tuted in all countries by those who are lending money and thought 
their profits might be curtailed was waged fiercely in New Zealand. 
No political party in New Zealand now opposes the system. No 
political party in Germany or England now opposes a like system. 
And, in New Zealand, Government loans have been of inestimable 
advantage to agriculture, and this is also true of other countries. 

The United States consul to New Zealand says in a report made in 
1907: 

The loans have been a great boon to struggUng farmers who were paying 
as high as 8 per cent on their mortgages. Immediately this money became 
aTailable, interest rates came tumbling down to 4 per cent for good freehold 
security. 

Mr. Henry Demarest Lloyd, an English writer on economic sub- 
jects, says : 

The world over, one of the greatest obstacles in the way of the small 
farmer and the large one is the difficulty of getting capital. Often there is no 
money to be borrowed in the district wJiere he lives, or, if there is, it is in the 
hands of rich neighbors or banks who know nothing but their bond and pound 
of flesh. But in New Zealand the settler has only to go to the nearest post 
office to get into communication with the money lender who charges no com- 
mission or brokerage and no fees, except for actual expenses, never exacts 
usury, offers no cutthroat mortgages for signature, will let him have any 
amount from as little as $125 to as much as $15,000, does not try to induce him 
to borrow more than he really needs, gives him 36^ years to pay the money back, 
and accepts it from him in small installments on the principal with every pay- 
ment of interest, so as to make it as little of a burden as can be; will allow 
him, if he happens to have $25 to spare, to pay it at any time to reduce his 
Indebtedness, and when it finds itself making a profit out of its business, in- 
stead of accumulating a fortune, gives him the benefit by reducing his rate. 

Australia. — ^Respecting Government loans in Australia, I have 
heard it stated that these countries might do this because thej have 
not the great distance to contend with that we have. Australia is as 
large as the United States, barring West Virginia, and with that 
exception they have as much distance to deal with as ourselves. 

All the six States of Australia make Government loans to farm- 
ers. The progress of these loans is well evidenced by the fact that 
total loans of the six States was $25,869,555 in 1908 ; $30,692,660 in 
1909; $35,337,870 in 1910; and $40,315,360 in 1911. 
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The first laws instituting this srystem of loans were passed in 
1896, and the totals of loans given for these four years fairly repre- 
sent the increase for other periods. The total profit which had accu- 
mulated up to and including 1911 was $958,600. About three-fifths 
of the applications had been accepted and loans made upon them. 
The other two-fifths had been rejected. A loan fund is provided 

fenerally throughout the States by the issuance of Government 
onds bearing interest not to exceed 4 per cent. Much of this is bor- 
rowed at 3i per cent and a small portion at 4 per cent. The average 
rate payable on the aggregate indebtedness of the Australian States 
is a little less than 3^ per cent. 

Did you ask, Mr. Chairman, where they got their market? 

Mr. BuLKUBY. I asked about the market for the State bonds, as to 
what the quotations on the bonds are and where they are held ? 

Mr. Bathrick. The quotations, as I remember, have run about 97, 
and a good many of those bonds are held in London. 

Mr. BuLKELEY. Which bonds are you referring to? 

Mr. Bathrick. I am referring to thg Australian bonds. 

Mr. BuLKLEY. That is, the several States of Australia ? 

Mr. Bathrick. They give a resume in the yearbook of these 
quotations, I think. 

Mr. BuLKLEY. What per cent bonds are those that held up to 97? 

Mr. Bathrick. I think they were 3^. The average rate of interest 
that they poy on bonds is a trifle under 8^ per cent by my calculation. 

Mr. Bulkley. You say 3^ per cent bonds have held as high as 97? 

Mr. Bathrick. I think it is entirely correct. And the average rate 
of interest on all bonds running from lower than 3^ up to 4 per cent 
is a little under 3t^ per cent. 

Mr. BuLKELEY. How great is the total indebtedness of all the 
Australian States? 

Mr. Bathrick. I do not remember, although I looked into that as 
a comparative fact. 

Now, taking up South Africa. The three States of Natal, Orange 
Free State, and Transvaal, for the purpose of more perfectly carry- 
ing out a system of Government loans under the act of 1912, agreed to 
establish the Land and Agricultural Bank of South Africa. This 
bank took over assets and agricultural loan funds of these States. 
Funds are procured by direct application and by the issuance of Gov- 
ernment bonds which, up to the year 1909, amounted to about 
$40,000,000. The average loans have been about $1^700, which is 
very close to the average mortgage debt of farms m the United 
States. The average farm mortgage debt in the United States is 
$1,715 now, but it was $1,224 per farm 10 years ago. 

Since the act of August 19, 1907, the Transvaal has loaned about 
$10,000,000 at rates of interest of 5 per cent or less, and the net profit 
reported in 1912 in the inspector's report was $280,000. 

Canada, — By act of May 3, 1912, in Nova Scotia, whenever a bor- 
rower could secure a loan for 50 per cent the Government was em- 
powered to guarantee an additional loan of 30 per cent, thus bringing 
the loan up to as high as 80 per cent of the value of the security. The 
law permitted the Government to purchase large acreages of farm 
land, subdivide it into smaller farm lots, erect buildings and fences, 
and sell such parcels and lots to farmers on such terms as might be ap- 
proved by the governor. The governor in council is permitted to 
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make regulations for carrying the act into effect and borrow the 
money required on the credit of the Province. 

A similar act for New Brunswick was passed April 20, 1912, and 
a farm settlement board was appointed to approve and sell land to 
settlers. Buyers were required to pay 25 per cent of the price in cash 
and the balance in 10 years with an extension clause. 

I want to quote from a discourse on farm credit by a gentleman 
who has investigated the subject and who has visited Europe and 
gone into the matter very carefully and who is often quoted on the 
subject. I refer to Sir Arthur Hawks, Canadian commissioner of 
immigration, who said: 

The financing of a settlement as a function of government seems now to 
be inevitable. It contains nothing revolutionary In principle. It would be 
difficult for those whose dividends are founded on Government guaranties and 
subsidies to oppose application in Canada of a principle that is operated in the 
United Kingdom, Australia, and New Zealand, and is about to be applied in 
South Africa. The Government factor in the use of public credit is an object 
to be achieved and not the incidental advantage that may alight on an indi- 
vidual here and there. 

I think all of you gentlemen are fan iliar with the fact that about 
100,000 of our farmers annually are going over to Canada. In many 
ways they are doing things for agriculture in Canada that constitute 
a portion of the attraction. 

Mr. Seldomridge. Has the single tax anything to do with it? 

Mr. Bathrick. That I do not know. The farmers in this country 
seem generally to be against a single tax, but it might have a wide 
economic advantage if applied generally. 

Now we come to the United States after reviewing all of Europe, 
and we will see what the United States Government is doing. I 
refer to the Philippine Islands. We have been told that the Consti- 
tution follows the flag. That is all I care to say about that consti- 
tutional proposition now. 

Just at present, under the act of March 4, 1903, the Philippine 
Government was authorized to guarantee for 25 years a yearly in- 
come of 4 per cent upon private capital invested in agricultural 
banks and to be loaned to the Philippine farmer. The passage of 
that law was all that happened. The oankers over there were mak- 
ing too much money, and they did not care to have anything to da 
with it, and I believe the same thing happened there that will hap- 
pen in private, profit-making land-mortgage banks in the United 
States in those localities where the rate of interest now brings a 
larger profit than can be made by loaning money through this kind 
of mortgage bank. In those districts, generally where the demand 
for a lower interest rate is not great, the oanks will not be established 
and many a poor farmer not so fortunate as his brothers will not 
receive assistance. The prevailing rate of interest in the Philippine 
Islands at this time was so high that a guaranty of 4 per cent did not 
attract private capital, and none came forward to invest in the new 
mortgage-bank scheme. The result was that this guaranty law- 
brought no assistance to those for whom assistance was intended. 

Then they began to cast about for other ways to take care of ai 
very bad situation, and on June 1, 1907, by act No. 1865, the Philip- 
pine Government, on the advice of United States Attorney General 
Bonaparte, as to the constitutionality of the proceeding, established 
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a Government agricultural bank and provided it with a capital 
of $5,000,000 from Government funds. This bank began operation 
in October, 11X)8, and the minister of finance and justice, in nis 1910 
report, states " One of the good results already accomplished con- 
sists in the decrease of usury in the provinces. In that report the 
bank shows a total net profit of 31,477.18 pesos; and in 1912 the 
report stated that the profit was 52,950.87 pesos. The bank had 12 
agencies in 1912. 

If you care to pursue this investigation further I will ask you to 
look into the 1913 report of the treasurer of the Philippine Islands, 
which can be easily secured. 

Now, after the bankers had refused to take this 4 per cent guar- 
anty and lend money to the farmers, and the Government had gone 
ahead and reduced the rate, let us see what happened. On February 
3, 1913, a law was enacted by the Philippine Le^slature which gave 
a monoply of land mortgage banks to some promment bankers. That 
was a bill that was lobbied through the Philippine Legislature. This 
law seems to have been devised to exclude the Government bank. 
In other words, the law had a joker in it. The bankers were those 
who had refused to accept the 4 per cent guaranty and who opposed 
the Government loans. The Governor General refused to approve 
the law and it did not go into force. 

The bankers were willing to do the business at a reduced interest 
rate after it was forced upon them by the Government. bank. This 
is a concrete illustration of the spirit with which any private bank 
will execute a Government policy. It is natural that their whole 
purpose is profit and they care nothing for the public welfare. 

In volume 26, Opinions of the Attorney General, page 593, in a 
letter transmitted to the governor of the Philippine Islands, At- 
torney General Bonaparte reviewed authorities and precedents bear- 
ing upon the right under the Constitution to establish a Govern- 
ment bank and lend Government funds to our little brown brothers. 
I have often stated that I believed our white brothers at home 
should be quite as much considered. 

Mr. BuLKLEY. Which Government do you mean, the United States 
or the Philippine Government? 

Mr. Bathrick. I mean the Philippine Government, but they can 
not enact a law which under our Constitution would be unconstitu- 
tional there or here. 

Mr. BuLKLEY. Is there any amount of the United States Govern- 
ment funds being advanced at all? 

Mr. Bathrick. No; it was Government funds of the Philippine 
Islands, but these islands are part of the United States; we are 
wholly responsible for them. 

I would consider the proof I have given of what is done in 
European countries quite sufficient to demonstrate the practicability 
of a proposition to lend farmers money, secured by the issuance of 
Government bonds. 

Mr. Weaver. You mean the money tiiat you get to loan the farmers 
secured by the issuance of Government bonds ? 

Mr. Bathrick. Yes. 

Mr. Weaver. And not the farmers' loans secured by Government 

bonds? 
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Mr. Bathrick. No; I should have said "procured." In addition 
to this evidence, I think it might be interesting to quote from the 
report of the United States commission, which says: "In every 
instance in Europe, where Government capital has been granted to 
establish mortgage credit, the results have been favorable to the agri- 
cultural interests of that nation." 

Now, Mr. Chairman, I desire next to take up my bill — No. 
11,897. 

Mr. Weaver. I want to ask you two or three questions about your 
bill, Mr. Bathrick, with your permission. 

Mr. Bathrick.' Yes. 

Mr. Weaver. Eliminating the administration feature of your bill, 
if I understand what is in it, you provide first that the Government 
shall borrow money to loan ? 

Mr. Bathrick. Yes. 

Mr. Weaver. That is, that it shall go into the loaning business? 

Mr. Bathrick. Yes. 

Mr. Weaver. And you provide, while the title of the bill says 
that the purpose of the proposed act is to loan money to farmers, 
you provide to loan to anyoody — farmers or anybody else — ^upon 
municipal bonds. Can you tell me how that helps the farmers in 
any way and what relevancy that has to the proposed legislation? 

Mr. Bathrick. I will explain that to the gentleman if you will let 
me take up the bill seriatim. I do not provide for loaning on 
municipal bonds except to cover the necessity of the approaching 
period of redemption of the Government outstanding bonds, which 
makes it necessary for the Government to have easily convertible 
securities on hand. That is the purpose of that part of the bill — ^the 
only purpose. You see, we have got to pay these bonds some time. 
Now, we have gone on loaning money to farmers on farm first 
mortgages and we have been making money by it, but the time 
comes when we must redeem those outstanding Government bonds 
or else issue a new series. 

Mr. Weaver. You do that by securing more money — you pay one 
debt by creating another debt. 

Mr. Bathrick. Well, if we did do it, that would be nothing un- 
sual in Government practice at all. I aim to provide for taking 
care of what money we might have on hand by, instead of allowing 
it to lie idle, investing it in easily convertible securities. 

Mr. Weaver. I am not criticizing your bill, but want to get at the 
bottom of it. 

Mr. Bathrick. I can explain better if I go to the bottom of it. 

Mr. Weaver. Let me ask you a question or two and then you can 
explain it. 

Mr. Bathrick. All right. 

Mr. Weaver. Eliminating your question of loaning money on 
municipal bonds, you make no provision of any kind for a farmers' 
banking system, but the basic principle of your bill is just to loan 
money to the farmers in two ways : First, direct loans to farmers on 
the security of the land ; and, second, to loan to the farmers through 
the medium of farm-credit associations, which are paid a commis- 
sion. Now, can you explain to us in what way the class who really 
need help^that the Government ought to help if it ought to help 
any individual — I mean the tenants who do not own any lands and 



246 BUBAL CBEDIT8. 

the people that live in the towns who want to get a foothold in the 
country and go to farming and farmers' boys growing up, who have 
not any land — will be helped ? You propose to loan oh the basis of 
first mortgages on unencumbered land? 

Mr. Bathrick. I do not propose to loan on unencumbered land 
solely. I provide for taking up another mortgage. 

Mr. Weaver. But do jou help that class at all? We all agree 
they ought to be helped, if anybody. 

Mr. Bathrick. Taking first what you said about tenants and 
farmers' boys who want to buy farms, they have first to put them- 
selves in the 40 per cent class. By that, I mean they must have 40 
per cent of the purchase price. A borrower comes to our bureau and 
wants to buy a certain farm, and the owner of that farm is willing 
to sell. There is an appraisal made, an investigation made, just the 
same as loaning to one who owned the land, and there is provision 
made for him to get assistance from the Government. 

Mr. Weaver. In other words, if he can get the margin that is 
necessary ? 

Mr. Bathrick. He must have it. yes. 

Mr. Weaver. On his own hook? 

Mr. Bathrick. Yes, sir 

Mr. Weaver. Now, I want to ask you this question : The farmers 
have for years, and very justly, censured the Government for giving 
special benefits to special classes. 

Mr. Bathrick. Yes. 

Mr. Weaver. And declared that they never asked any special bene- 
fits for themselves. 

Mr. Bathrick. Yes. 

Mr. Weaver. When you come to loan the farmer, who is a par- 
ticular class of our citizens, money on his land, what ^answer will 
f'^ou make to the man in the city who wants to borrow money on his 
and, and what answer will you make to all the other classes of our 
citizens engaged in private industry and engaged in the distribution 
of wealth, when they ask just the same favor, that the Government 
loan them money direct ? In other words, where are you going to 
stop when the Government commences loaning money ? 

Mr. Bathrick. Now, you have asked two questions. First, you 
want to know how the laborer in the city is being discriminated 
against. 

Mr. Weaver. I want to know where you are going to stop when the 
Government begins to loan money direct? 

Mr. Bathrick. Let us explain one thing at a time. You want to 
know why the laborer should not be—; — 

Mr. Weaver. I want you to explain where the Government is 
going to stop. 

Mr. Bathrick. In other words, you are taking up the cudgel 
of labor? 

Mr. Weaver. No; I am not taking up the cudgel of labor; I am 

just asking a question. 
Mr. Bathrick. Well, you want to know where the laborer is going 

to get his? 

Mr. Weaver. Let me ask my question, in order to make it clear in 
the record. I agree the Government ought to grant some favors to 
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the farmers if it is going into the same business the farmer goes into; 
it ought to grant the farmers greater privileges and greater benefits. 

Mr. Bathrick. Yes. 

Mr. Weaver. And I agree when the Government finances a system 
of banking, as under the Federal reserve act, and when the Govern- 
ment agrees to put its own monev, if necessary, into the capital stock 
of the Federal Reserve Bank, there is no reason in the world why 
the Government should not put its money into a banking system for 
the benefit of the farmers. I will go that far with anybody. But 
I want to know what answer yau can make to the other proposition? 

Mr. Bathrick. Let us take up the question of feeling throughout 
the country since this proposition has been brought up. Many peo- 
pie have complained in the name of labor, but practically for them- 
selves. Now, I will tell you why labor does not object and is not 
going to object. That is one division of your question. , In the first 
place, I tried this subject out among the laboring men in my own 
city, in council assembled. I will give you their reason. 

Mr. Weaver. Pardon me, but I tnink you are getting afield from 
the proposition, which is the justice of the thing; not what labor will 
say. We do not care what labor, what capital, or anybody else says 
when we come to reach the fundamentals of the justness of the law ; 
but the question is what is right in the case ? 

Mr. Bathrick. I will take up the justice of the Question. Let me 
answer your question and I will come to that. Wnether labor will 
complain is well illustrated by a statement made by laboring men in 
my city, who said plainly, " When we go out and get on the car in 
the morning, who is on the back end and front end of the car ? The 
farmer boy. When we stand in line up to the shop to get employ- 
ment, we find the farmer boy. Now, there are two conditions that 
operate against us. In the first place, the farmer boy, coming to 
town, depletes that force which is necessary to raise sufficient food for 
our consumption. Secondly, he goes into the city and compete, 
against us for labor, and he operates in two ways to our disad- 
vantage." I am telling you what those men in my city — the labor- 
ing men — say in discussing this question. 

Now, as to that matter, further, the American Federation of Labor 
has taken this question up, and they have answered it by indorsing 
Government loans and my bill in executive council assemoled. Now, 
that is what labor thinks of it. 

Mr. Weaver. Do you think that is an argument in favor of your 

bill? 

Mr. Bathrick. We are here representing the people, aren't we? 
That is what I supposed I was here for. 

Mr. Weaver. It I could not present a better argument in favor 
of a bill than that some organization had indorsed it 

Mr. Bathrick. You have not waited for my answer. Agriculture 
is' the greatest of all industries in any country. It bears a more 
important relation to every other industry than any other industry. 
Every nation in the world considers it an important national policy 
to extend favors to agriculture. That I have shown already in the 

hearings. 

Now, if we extend these favors to agriculture, and all the rest 
of industry depends upon it, why is not it of advantage to the whole 
country ? Why is it not just and right for all ? You can not give 
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the same advantage to the whole country by loaning money to any 
other class ; you can not select any other class and loan them money- 
give them what you are pleased to term a special privilege — and do 
as much for the whole country as you can by doing" it for agri- 
culture. 

Does that answer your question; or doesn't it? If it does not, I 
would like to know wherein I have failed. 

Mr. Weaver. No ; it does not answer it. 

Mr. Bathrick. Let us thrash this out here. You have asked mc 
why shouldn't we lend to anybody, and I have stated that the reason 
is agriculture is a more important industry than any other industry, 
and if we keep agriculture up it will be an advantage to everybody 
in the country. 

Mr. Weaver. You have answered in the best way you could the 
question I have asked you, and it is in the record. 

Mr. Platt. Along that line, Mr. Bathrick, would you say that 
really helping agriculture by special privilege would do more good 
than helpmg any other industry by special privilege ? 

Mr. Bathrick. I think that is absolutely true. 

Mr. Platt. We admit agriculture is basic; but I do not think that 
necessarily follows: 

Mr. Weaver. If it be conceded, it would not follow necessarily 
that the Government should give them a special privilege because it 
would help them any more than it would help somebody else, or help 
the country any more, because our country is founded on the funda- 
mental principles of Government that no man, or any set of men or 
class, shall have any special privileges. And the party I belong to 
is founded on the bedrock of that very proposition. 

Mr. Bathrick. This committee has passed a bill known as the 
banking and currency bill. Now, ever since we have had a banking 
system, we have been loaning money to bankers. What is the fun- 
damental of that? 

Mr. Weaver. You can not point to a single instance in the history 
of the country where we have loaned money to bankers. They have 
loaned money to banks. 

Mr. Bathrick. I mean bankers as corporations, as incorporated 
persons. There is no difference. 

Mr. Platt. It is not worth while going into that question, but I 
dispute that the Government has ever loaned money to banks. 

Mr. Bathrick. I suppose you claim it has put the money there on 
deposit ? 

Mr. Platt. Yes ; we are putting money there on deposit, but that 
is not loaning money to the banks. 

Mr. Bathrick. What is the difference whether you call it putting 
money there on deposit, or a loan to the bank ? It is equally a loan ? 

Mr. Platt. Then we are all loaning money to the banks if you 
call placing money on deposit a loan. 

Mr. Bathrick. Certainly. 

Mr. Platt. Then the Government is not doing anything else for 
them that the individual is not doing. 

Mr. Bathrick. Certainly ; but the Government loans to the banks. 
It is doing for bankers what it is not doing for others. It puts its 
funds in the banks. Now, when you put money into the bank, you 
let the bank have it and it gives you a certificate of deposit, or it 
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gives you a credit in a pass book, both of which are evidences of a 
debt. Everything that goes with a loan is with that deposit, and 
what is the difference between a deposit and a loan? There is no 
difference. 

Mr. Platt. When the Government deposits the money in a bank, 
it makes it available ; it puts it into circulation. 

Mr. Bathrick. Certainly ; and when the Government loans money 
to the farmer on a farm mortgage, it will put it into circulation, too. 

Mr. Platt. Let us get down to the proposition of financing a man 
who wants to buy a farm. Suppose a young boy wants to buy a 
farm and he goes to a man who has a farm to sell. The farmer 
says, generally, " If you will pay me 40 per cent in cash I will let 
you keep the 60 per cent on a mortgage." Now, what advantage 
would the boy get by borrowing money from the Government rather 
than allow the seller of the farm to receive interest on the mort- 
gage? 

Mr. Bathrick. He would not get any advantage unless by bor- 
rowing from the Government the rate would be reduced and he 
would get a long-time term. He could borrow from the Government 
and take up this mortgage, perhaps. 

Mr. Platt. The rate would be reduced some. What is the average 
amount that is borrowed now? 

Mr. Bathrick. Our average farm-mortgage loan is $1,715. It 
was $1,224 ten years ago. 

Mr. Platt. Then, saving the interest on that amount for a year 
you have somewheres along about $60 or $70? 

Mr. Bathrick. Yes. 

Mr. Platt. A good manv farms in some sections will pay so well 
that the farmer would be able to pay off the whole mortgage in three 
or four years ? 

Mr. Bathrick. Yes ; but a great many more of tKem do not. 

Mr. Platt. A great many of them do not ; that is true. 

Mr. Bathrick. What have you to say to the fact that our mort- 
gage indebtedness and the number of mortgages are increasing very 
rapidly and the number of tenant farms are increasing ? 

Mr. Plate. What have you to say to the proposition that not over 
one-third of the farms are mortgaged to-day, according to the 
census ? 

Mr. Bathrick. That refers only to the farms which are owned 
as homes; it does not refer to the tenant farms at all. There are 
about 90 per cent more mortgages on tenant farms. 

Mr. Platt. The class of people to help, if we help anybody, are 
the people who want to own farms, the fellow in the towns who 
wants to buy a small farm, and to help the farmer who wants to 
borrow. 

Mr. Bathrick. Yes; so that we will have more farmers, more 
farms, and more farm homes. 

Mr. Platt. The number of farmers who do not borrow to-day, 
whose farms are not mortgaged, is much greater than the number 
of those that are mortgaged. 

Mr. Bathrick. I would not be so sure about that, because we 
have no mortgage statistics on tenant farms. Our statistics are on 
those operated by owners. 

Mr. Platt. That is all we care about. 
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Mr. Bathrick. Oh, no. 

Mr. Platt. I mean for the purpose of argument. 

Mr. Bathrick. No ; that is not all we care about. A man who is 
forced off of the farm because he can not make it pay, becomes a 
tenant or moves to our already congested cities. 

Mr. Platt. I do not mean that is all we care about, but that is all 
that is necessary for our discussion. As far as this scheme was put 
into effect, would it increase the number of mortgages? 

Mr. Bathrick. I misunderstood you. I think it would, for the 
people would avail themselves of the advantages of a low rate and 
easy terms to buy farms. I think there would be more mortgages, 
and because they could be more easily paid, eventually there would 
be more people who own their homes on the farms. 

Mr. Woods. And eventually decrease the amount of mortgages ? 

Mr. Bathrick. Yes; eventually decrease the amount of mort- 
gages. 

Mr. Woods. Do you think it would be a desirable thing to increase 
the number of mortgages ? 

Mr. Bathrick. If you want to put men on the farm, and they can 
not get the farm in any other way, because they have not the cash, 
I think it would be beneficial to increase the mortgages. 

Mr. Woods. Would that tend to increase the value of the farms ? 

Mr. Bathrick. That I intended to take up later, but I will take 
it up now if you wish, although I wanted to get through with the 
bill and explain it. 

Mr. Woods. Before you take that up, suppose it did increase the 
value of the farms, would that make it any easier for the young man 
to buy a farm ? He would pay a lower rate of interest on the higher 
price. 

Mr. Bathrick. I will answer you in this way. In all cities, 
almost in every city in fact in the United States, of any importance 
there are men who buy lots to build houses upon, and they say to the 
poor man, " Pay me $100 or $200 and move into this house and pay 
the balance at about the rate that you are paying rental now." In 
time the man owns a home. He pays more for it than he would if 
he had the cash ; there is no doubt about that, but he does not have 
the cash, and by paying more on this long-time and the easy pay- 
ments he finally owns a nome. Otherwise, m all human probability, 
he never wouldf have a home. The same result will occur in respect 
to farm loans under a reduced rate, with easier terms and longer 
time. But I do not think values will be increased much. 

Mr. Woods. In the case of the city, the man is dealing with the 
man who builds the houses, and the man who sells them on this in- 
stallment plan is dealing with a man he knows. The man has a 
steady position and he knows about what the personal equation is; 
and don't you think in order to make the farm loans, the thing has 
got to be done by some local association which can handle that 
personal equation? 

Mr. Bathrick. Yes ; either a local association must do it for them- 
selves or act as an agent. It can act as an agent for the Government 
and take care of that phase as well as acting for themselves. That 
is well illustrated in the lending by insurance companies through 
agencies and the lending by capitalists through agencies ; the agency 
does not furnish the money. My plan is that the Government shall 
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assume the role of furnishing the money, which it can do practically 
and safely. Eeady and organized now, the Government has all the 
means and agencies to do this. 

If the gentlemen are willing, I will take up the bill now. I would 
like to run through it quickly. 

Mr. Platt. Just one thing on that agency proposition, before you 
get off of it, that just occurs to me. 

Mr. Bathrick. Yes. 

Mr. Platt. Where agencies do loan money and could loan money 
for the Government, doubtless, just the same as they do for the insur- 
ance companies, as a rule they do not have such small loans as you 
want to make? The small propositions are handled by men in the 
neighborhood and who want to loan money. 

Mr. Bathrick. That is just the situation I want to cure. My bill 
is a land-mortgage bill. I propose to loan as low as $300. The man 
who is loaning money to-day does it for a profit, without any altru- 
istic purpose, not caring about the question of the national policy in 
making these loans. He will seek those loans on which he can make 
the most money, and he does not want to make a small loan, and there- 
fore the small borrower is kept out in the cold. I am trying to cure 
that situation. 

Mr. Platt. Now, you draw a parallel between agencies that loan 
money for individuals and agencies for the Government. It seems 
to me you are going to get into difficulties — that the agency for the 
Government is too far away from the source of supply and not close 
enough to the people. If they are loaning their own money, they are 
loaning to people in the neighborhood, so that everybody is respon- 
sible in a way and the agent could supervise it and look arter it better 
than he could as an agent for the Government. 

Mr. Bathrick. I only repeat my previous reply : First, I am try- 
ing to create a different kind of agency than those which exist simply 
for the purpose, as now, of getting all they can out of the farmers. 
I am trying to create an agency for the conservation of our food sup- 
ply. As far as I can see, a different kind of agency is created under 
this legislation. A Government agency is no farther away than an 
insurance agency. Distance does not affect the plan. 

Now, as to the purposes of this bill, the idea that I have drawn 
in my mind is based upon the belief that Government aid and self- 
help must go hand in hand ; that it is useless to talk about self-help 
for the helpless. So I have provided for loaning money direct to the 
farmers. That I have thought to be for the purpose of covering the 
hiatus between the time when we start and the time when we have a 
farmers' farm-credit association organized in the counties where we 
are loaning through them. I am thoroughly convinced that we can 
loan direct on many thousands of first-class farm mortgages safely; 
but to reach the core of the proposition, I propose to loan to farmers 
through farm-credit associations, and I have attempted to afford an 
incentive for these farm-credit associations to spring up all over the 
country and to avoid a long delay. This bill proposes an incentive 
for cooperation and helps the farmers to help themselves; it helps 
the farmers to build up and carry on agriculture, and brings relief 
very soon, instead of after the lapse of generations. It will aid to 
improve agriculture, which has taken a great many weary years to 
advance on the self-help plan. 
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I establish a bureau and a board. The work of the bureau is to 
take charge of the detail of these loans. The work of the board I 
have conceived to be incidental to the organization of the system. 
The board is composed of the Secretary of Agriculture, the Secretary 
of the Treasury, the Postmaster General, and two farmers, the latter 
representing different agricultural sections of the country. In con- 
stituting that board I have thought that farmers who are actually 
engaged in the business of farming have some very proper and well- 
thought-out ideas on this subject, and I believe that some of the 
leaders and teachers among them nave thought about this subject as 
much as any of the rest of us. For that reason, I have thought that, 
this being a farmers' bill and not a financial bill entirely, they should 
be consulted. 

I put the bureau into the Department of Agriculture, as being the 
department more closely associated with a knowledge of agriculture 
throughout the country. I have selected the Postmaster General be- 
cause I propose to use the employees of the post office as the main 
portion of the machine for making the loans and collections, carrying 
the blanks, and securing the information. 

To show you how good an organization we have how with them, I 
will cite conditions in Ohio. I have taken that as an example 
simply because, perhaps, I live there and know more about it. In 
the State of Ohio we have going through the State all the time 18 
post-office inspectors. If those 18 post-office inspectors were each 
situated in the center of the same scope of territory, and we wished 
information or if we wished them to make an inspection, they would 
have to travel not to exceed 24 miles in any direction from this center, 
which is the ordinary rural-route distance. Then, we have over 
2,000 postmasters in the State of Ohio. If they were each situated 
in the center of a territory of equal proportion, they would only have 
to travel the distance of 2 miles from that center to make an inspec- 
tion or give the Government any information desired respecting a 
loan. We have also in the State of Ohio, I think, about 1,900 rural- 
route carriers, who are traveling over those roads by the farms every 
day — not by all of them, but by most of them — and are familiar with 
every farm on their route. Those carriers have a mental photc^raph 
of the characteristics of the man, the character of the soil, its prox- 
imity to the market, or similar facts which the Government might 
wish to know. I empowered the board, by consultation with the 
heads of the various departments of the Government, to designate 
any Government employee to assist in carrying out this plan. By 
that means I utilize the best possible organization, the best possible 
machinery that could be instituted for the purpose of carrying on 
the business of farm credit. In fact, no privately controlled plan 
could have one as good. 

Then, I have selected the Treasurer of the United States for the 
financial end of it, because through him, by the direction of the board, 
bonds are issued to secure the loan fund. 

The board is given power to make rules and regulations within 
certain limitations that are in the bill, which I thought were neces- 
sary. When we passed our parcel-post bill, we found it wise to give 
certain powers whereby the details and the exigencies of that busi- 
ness could be worked out as we went along, and I have delegated 
similar powers to this board. 
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Mr. Woods. Mr. Chairman, before you proceed further, Mr. Weaver 
brought out an important thought a while ago in regard to assist- 
ing those people who do not own farms, such as tenants and others. 
It seems to me that that matter will come before this committee for 
settlement in the near future, and I was wondering if that provision 
was made in the bill, or, if not, why not ? 

Mr. Bathrick. In the second paragraph, section 2, page 2, I have 
defined the term " farmer " as one engaged in the business of tilling 
the soil and raising farm products. Then, I have used these words, 
" or that shall hereafter engage in the said business," indicating that 
the bill should apply to those who wanted to engage in the business, 
as well as those now in the business. 

Mr. Woods. Yes. But ^ou only loan money to people who have 
farms or authorized security. Is that the idea? 

Mr. Bathrick. That is not the idea I tried to express. If that is 
the idea in this bill, I would want it changed. But it strikes me I 
have expressed it correctly. It will loan to those who have 40 per 
cent of a purchase price. I can't see how we can lend to anyone 
who has no security. 

Mr. Woods. I would like to ask Mr. Weaver if he cares to ex- 
press an opinion upon the thing, if he would support a bill to loan 
money to these people he described as tenants and who did not own 
farms — ^to loan money to them on other securities than farms and 
farm mortgages? 

Mr. Weaver. I am opposed to the Government loaning money to 
individuals, and I will oppose and vote against any bill that has 
that as a basis of it. But I believe the wvemment ought to en- 
courage in every way, and legislate and furnish the money, if neces- 
sary, for a system oi farm banks, for the benefit of farm banks, as a 
supplement to the purely commercial legislation known as the Fed- 
eral reserve act under the present banking system. 

Mr. Woods. What do you mean by " furnish money " ? 

Mr. Weaver. I can give you an idea from the terms of the Federal 
reserve act. The Federal reserve act provides that the banks that 
are members, the member banks, shall take the stock; but if enough 
of them do not come in, including the State banks that want to come 
into the association, and take this necessary stock to run it, then 
private individuals may subscribe for the stock ; and if the national 
banks coming into it, the member banks, and the State banks, and 
the individuals altogether who subscribe do not subscribe enough to 
make the system a success, to give it the adequate capital, then the 
bill provides that the Government itself shall take the stock by fur- 
nishing the money to the bank and becoming a stockholder in the 

banks. 

Now, I would advocate — ^not going into the details, for I can not 
now — I think the Government ought, if necessary, to put in its own 
money. I do not know that it will be necessary ; perhaps it won't. 
If necessary, I think that it should put its own money into a sys- 
tem of farmers' banks, to give the farmers what they ought to have — 
credit based on the product of their toil. 

Mr. Woods. Now, would you advise a provision so that these 
banks that the Government put its money m could loan to tenants 
on personal security? 
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Mr. Weaver. Oh, yes; yes, indeed. I think a system such as sug- 
gested by our distin^shed Congressman who has given us the bene- 
nt of his ideas is unilateral — one sided. It ignores the great need of 
the class of people who have not any land to put up and people we 
want to help, people who want to go back to the farms. The man who 
owns unemcumbered land is not the man the Government should 
help; he does not need much help; he can get money now at com- 
paratively low rates of interest. The man we want to help is the 
honest, industrious man who has had bad luck in the world and 
wants to get a foothold. 

Mr. Bathrick. Take this bill then, and where I arrange to loan 
60 per cent of the security increase it to 90 per cent, and you will 
have just what you want. That would be closer to lending on no 
security than I think is reasonable or necessary. 

Mr. Weaver. The vice of the Bathrick bill, while I am opposed 
to the principle — the vice of the bill is it makes no provision what- 
ever for short-time money, which with the farmers is not what it is 
with the merchants, because the farmer's short-time money means 
money he can use long enough and he does not have to pay until he 
can complete his agricultural productions of a year. 

Mr. Bathrick. Now, there is where you are mistaken in respect to 
this bill, if I may call your attention to this section 

Mr. Weaver. You make no provision for that class of people at 
all to my mind. 

Mr. Bathrick. I think the money going into a neighborhood to 
take care of mortgage loans will certainly increase the amount of 
money loaned in that community, and won^t there be more money to 
loan on short-time loans? Now, take that as one proposition and 
consider it. 

Mr. Weaver. Of course the more the money is increased in circu- 
lation the more it will help ; and even the system under the Federal 
reserve act will help the farmers a great deal ; it will help everybody 
who borrows money a great deal. It will put the money into uni- 
versal circulation all over the country, and it will take the money 
from the congested centers, like New York and Chicago, and put it 
down in Oklahoma where we need it. But it will have to have added 
to that a system, to make it complete, a system of farmers' banks 
backed by the Government. 

Mr. Bathrick. You have not gotten my idea yet of this bill, I am 
afraid. In the first place, if you will give a low rate of interest on a 
long time on a land mortgage, that decreases the borrower's annual 
burden to the point, if the terms are right, where he will have a 
surplus each year. His credit will pick up in that locality, with the 
credit instrumentalities as they exist to-day, and my farm credit 
associations will help mightily. The banker, when he knows that a 
farmer has a five-year mortgage that has only a year or two to run, 
when he knows the terms are harsh and the farmer can not pay it, 
when he thinks that possibly times might be dull at the end of the 
term of the mortgage, and it can not be renewed, he hesitates to loan 
money. Now, if a farmer could transfer that mortgage at a low rate 
of interest, with the amortization feature running for 35 years, the 
banker knows that the debtor can pay, and he knows he is going to 
have a surplus from his annual receipts with which to take care of 
all short-time loans. 



BUBAL CBEDITS, 255 

Let me give you this illustration of the way I want to do. Let me 
take my own county — Sunmiit County, Ohio — by way of illustration. 
In that county there are in round figures $800,000 of mortgages. I 
want to loan to the farmers on first mortgages through farm-credit 
associations. So, presuming the bill were passed and we were ready 
to do business, the farmers in my county would understand they 
could organize a farmers' farm-credit association. Suppose they had 
a capital of $10,000 to begin with: The bureau would say to those 
farmers in the asosciation ^' You do the work of appraising, perhaps 
collecting, inspecting, and the other incidentals that we requii'e done 
when we loan money on these first mortgages, and make yourselves 
responsible upon the mortgage notes, and we will pay you a com- 
mission annually from the interest rate that will furnish a nucleus 
to sustain your organization and keep you in business. Now, what 
will happen ? Instead of waiting for the laws of the State of Ohio 
to be repealed or revised, that kind of a farm-credit organization 
could go into busines now. There are many States where they could 
go into business, and in their by-laws and rules and regulations by 
which they conduct their little business this Government could con- 
trol. Why? Because the Government could say to them, by the 
force of the alternative of withholding aid from them, "Now, you 
can not rob your neighbors ; you must utilize your capital for short- 
time loans, and you can not charjge a usurious rate. If you do, we 
will remove the advantages we give to you on the long-time loans." 
It would be a wonderful incentive, as I see it, and I believe farmers' 
farm-credit associations would spring up all over this country. It 
would be encouragement to self-help; encouragement to the initia- 
tive; and they would be learning the benefits of cooperation. Co- 
operative systems, together with the aid of the Government, would 
cobine to produce broad, salutary effects more than any other plan 
I have been able to devise. 

Now, one word more. I can not brinff myself to believe in it, and 
I am quite satisfied that the farmers of this country, through their 
organized forces and their educational sources, are sick and tired of 
the Government loaning money to bankers to loan to the farmers. 
By that, they know you increase the interest rate and cost of money. 
By a bank system you would not be conducting a Government policy 
for the ben^t of the whole people, but you would hand it over to 
private individuals and say to the banks : " Now make as much profit 
as you can." The people of this country do not seem to be satisfied 
with that proposition. They have complained of that for years. 
There was a large sum of Government money placed in the banks of 
the Southwest to move the crops, upon which I believe there was an 
interest rate exacted of 2 per cent. The farmers complained that 
the bankers took that money at 2 per cent and loaned it to them at 6 
and 8 per cent if they could get it at all, or else loaned it to crop 
speculators and not to the farmera 

If you have any private banking system, I want to tell you what 
you are up against. In the first place, a tax upon the mortgage must 
be added to the interest rate. In the second place, a new wealth, 
necessary to liquefy mortgages, namely debentures, will also be taxed, 
and that will add more to the interest rate. In the third place, you 
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are putting the whole system, the whole policy, in the hands of men 
who avowedly use it for the purpose of making a profit, caring noth- 
ing for our great national poncy. You wiU add to general dis- 
satisfaction ii you exempt these banks from taxation. 

Mr. Weaver. You are opposed to a bank of any kind, are you, in 
principle ? 

Mr. JBathrick. Oh, no; you can not make me say that. 

Mr. Woods. Mr. Chairman, I would like to follow up the thought 
further in regard to this short-time loan. What rate of interest 
would you suggest. Mr. Weaver, that the bank would charge the 
bank organized under the theory of advancing money to farmers on 
short- time loans ? 

Mr. Weaver. Interest is governed like any other commodity. 
Money is a commodity, and the interest is determined by the law of 
supply and demand just like the price of wheat, cotton, or any other 
product. Eliminating monopoly, it is governed like the price of any 
commercial product. 

Mr. Woods. Then you would not be in favor of making a statutory 
rate ? 

Mr. Weaver. No, sir ; I would not. I do not think you can do it. 

ilr. Bathrick. Don't you think there is a sufficient margin between 
3 per cent and 4^ per cent to take care of all fluctuations if the Gov- 
ernment was borrowing money on bonds ? I am sure all experience 
indicates there is. 

Mr. Weaver. You can not tell what the rate ought to be until you 
know all the facts and environments of the place in which the loan is 
negotiated? 

Mr. Woods. You have a legal rate, a maximum rate, in your State? 

Mr. Weaver. We have a legal maximum rate in all the States of 
the Union, I suppose. 

Mr. Woods. Do you have a maximum price for wheat and corn ? 

Mr. Weaver. Oh, no; you can not fix the price of wheat and corn. 

Mr. Woods. Then it is not the same. 

Mr. Weaver. This is practically a system of socialism, and I am 
opposed to socialism, root and branch. 

Mr. Bathrick. You do not call it socialism if you encourage an 
individual to own a home? 

Mr. Weaver. The very antithesis of democracy is socialism. You 
believe the Grovernment ought to support the people and the people 
ought to support the Government. 

Mr. Bathrick. I am not a socialist. Thej called it socialism in 
New Zealand when Government loans were initiated; they called it 
socialism all over the world when they instituted Government loans, 
but they discovered it really meant individualism. Assisting a man 
to own his own home and his own business stopped him from lying 
awake nights thinking of new plans of government and how to dis- 
rupt the one he had. That has been the experience all over the coun- 
try and all over the world, with Government aid. The people were 
more contented and better satisfied with their Government. 

Mr. Platt. Did they do that in New Zealand ? 

Mr. Bathrick. Yes; they raised the question there of socialism, 
but there is nothing there in Government loans which the socialists 
can take advantage of, and it has ceased to be a part of their propa- 
ganda, because they could not see it aided their cause in any way. 



HJRAL CREDITS. 257 

Mr. Weaver. You can not go any further on the proposition than 
I go in wanting the people to own homes. I want to encourage that 
in every way ; and I will go further and assist in the homestead set- 
tlement on that idea. 

Mr. Platt. Your idea is that the average farmer will borrow about 
$1,700, you say ? 

Mr. Bathrick. In working it out, I would take up small loans 
with a view of repopulating the country districts as much as pos- 
sible. 

Mr. Platt. You think that the average mortgage that they take 
out would be about $1,700 under your bill ? 

Mr. Bathrick. I believe so. It might increase some. 

Mr. Platt. Now, that would save the average farmer how much 
interest a year ? 

Mr. Bathrick. About $51, 1 think. 

Mr. Platt. Would that be enough of a subsidy to do any good to 
the farming industry ? 

Mr. Bathrick. It is not a subsidy, the Government would profit 
by it in cash profits. I was raised on a farm, and $50 looked as 
valuable as my right eye ; and I think there are a million farmers in 
this country who would look at $50 and think it of a great deal more 
importance than I do now, or than you do. But the long term of a 
mortage is important, too. 

Mr. Platt. As compared with what the city offers for instance? 
Would you get a man to go out of the city who, for instance, is 
laying bricks for $25 a wecK, we will say, and get him to go out on 
the farm ? 

Mr. Bathrick. That man in the city, who is laying bricks, after 
he has accounted for his expenditures, what is left, is the important 
thing for him. He soon learns it is not how much money he gets, 
but how much he keeps that interests him. Then there are other 
conditions that would help to take those men out of the city. Thou- 
sands of them are writing into the Agricultural Department from 
the cities now, and you can go down to the Agricultural Department 
and they will tell you they are receiving their letters mostly from 
the men in the city inquiring about opportimities to go on the 
farms. Many of these are men who have been raised in the country. 
Numbers of them are boys that have come from the farm and they 
still carry with them that spirit of the environment of their birtn 
and their early years. The average man that comes from the 
country has in his mind, no matter how much money he has, a desire 
to get back on the farm eventually. 

Mr. Platt. I agree with that; but, then, if you and I go out on the 
farm in after years we are not becoming farmers ; we are becoming 
merchants or something else. 

Mr. Bathrick. The loans that are proposed under this biU must 
be employed for the purpose of farmmg, and not to assist wealthy 
people to establish country homes. 

Mr. Platt. I did not say it would be used for the purpose of 
wealthy people going out and establishing country homes, but I do 
not believe that this subsidy, if you call it that, would really create 
any tremendous revolution. Then, here is another point I wanted 
to raise: About how much money do you expect the Government 
would have to borrow at 4 or 3^ per cent? 
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Mr. Bathrick. The amount of it would be limited by the size of 
the loans, by the requirements imposed on the borrowers. How much 
that would be I do not know ; but I do not believe we could loan, at 
the very best, over $75,000,000 to $80,000,000 per year. 

Mr. ftiATT. Where would that money come from ? 

Mr. Bathrick. Government bonds would be issued and sold in 
the open market to secure the funds. 

Mr. PiiATT. In other words, it would be withdrawn from other in- 
dustries? 

Mr. Bathrick. Oh, no. 

Mr. Platt. Why not ? 

Mr. Bathrick. We would borrow $50,000,000, we will say, at the 
beginning, and a great deal of that would be loaned to men whose 
mortgages are about to expire and who transferred their mortgages 
into our hands instead of into the hands of those who had been loan- 
ing to them. Bonds are not sold to the manufacturer. They are not 
the people who generally buy bonds. If he buys, he buys with surplus 
cash and it takes nothmg from his industry. The people who buy 
bonds — ^I might illustrate by one or two examples. I know an old 
lady who has just sold a block for $400,000. She has already an 
income of $25,000 or $30,000 a year, and she can not spend $5,000 
of it. She wants to invest her money where it gives her the least 
trouble. She is not agitated about her income, but she wants to se- 
cure a cessation from trouble. She does not want to go into the busi- 
ness of building buildings and renting them, and she buys Govern- 
ment bonds. 

I know a man who has now $300,000. He retired from a business 
that gave him $15,000 a year income and bought Government bonds — 
he bought Panama bonds at 3 per cent — and now he has an income of 
$9,000 a year, which is all he needs and he is satisfied. 

There are millions of people in this country who, if the denomina- 
tions of the bonds were made so that they would reach all classes of 
investors, would like to buy. 

Mr. Platt. What reason is there why a person, say, in New York 
or New England^ who can get 4 per cent in a savings bank, with per- 
fectly good security, would want to buy Government bonds at 3^ per 
cent ? 

Mr. Bathrick. They do not all feel that it is perfectly secure. We 
have had too many bank failures for the people to feel it is perfectly 
secure. That is why bank farm-credit debentures will not sell, I 
know a few who are loaning money to neighbors at 3^ per cent on 
mortgage security, because they do not think money is as safe in the 
bank as in mortgages. 

Mr. PiJ^TT. Of course, there is a certain class of people, but that 
feeling is not very general in the Northeastern States, where the 
capital has to come from, if anywhere. One of the large savings 
banks in New York City has something like $30,000,000 deposited in 
savings accounts drawing 4 f)er cent. 

Mr. Bathrick. My proposition is that many of the depositors in 
the banks would rather have the Government bonds. They know 
that the Government bond is substantial, and the Government could 
borrow all the money it needs. We have $40,000,000 postal savings 
deposits at 2 per cent. 
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Mr. Pi/ATT. Do you think the Government could borrow $70,000,000 
or $80,000,000 a year to run the farmers without withdrawing that 
from other industries? 

Mr. Bathrick. Certainly. I just explained my theory. 

Mr. Platt. You indicated what certain individuals would do. 

Mr. Bathrick. That is where the Government sells its bonds n€)w. 

Mr. Platt. If a man buys bonds to-day, it really withdraws the 
money from other industries and puts it into the bond ? 

Mr. Bathrick. No, sir; it does not draw that money from in- 
dustries. Whatever bonds were issued would draw that money from 
the Bui:plus profits of the industries. 

Mr. Platt. That is, all seeking investment at the highest rate 

Mr. Bathrick. Yesj much, however, on safe security. 

Mr. Platt (continuing). And naturally goes into industries? 

Mr. Bathrick. If you loan this cheap money on farm mortgages, 
the men who are taking it easy on 8 per cent interest will probably 
taike that money and put it into industrials and more mills will be 
turned and mere labor hired and there will be more consumption, 
more producti(m, and more nefoeasity for manufacturers. I am or 
the opinion that it will all have much to do with stimulating ia- 
diifltry. 

Mr. Platt. Sili)poee, for the sake of argument, that a great deal 
of this money which would be put into Government bonds at 3 per 
cent would be withdrawn from industrial securities paying 7 per cent 
or railroad bonds at 6 per cent, would it not make it more difficult 
for other industries to get capital, and although you would decrease 
the price in one place it would increase it elsewhere? 

Mr. Bathrick. No ; not in the United States, where we have less 
than two billions of debt and France has six billions, and France is 
one of the most prosperous countries in the world, with much less 
resources than ours. We have $19,000,000,000 of railroad securities 
outsanding. Do you imagine, in the face of all this immense sum of 
private securities out, that, if we issue $80,000,000 or $90,000,000 oi 
Government bonds a year, it is going to break the Government or 
wreck industry? 

Mr. Platt. I think it is quite as importaiit that the railroads be able 
to obtain capital at a reasonable rate as it is that the farmers should 
be able to obtain it at a reasonable rate., 

Mr. Bathrick. I doubt that. It is putting the case backwards. 
The railroads would not have anything much to haul if it were not 
for the farms, and the railroads are doing everything they can to 
encourage the farmers to produce more products for them to haul. 

Mr. Platt. That is true; but it seems to me if you put the Gov- 
ernment in the position of borrowing money at a low rate for an 
industry, lower than that industry can obtain from economic forces, 
then jou make it more difficult for another industry to obtain capital 
and it will tend to increase prices in one place just as much as to 
decrease them in another. 

Mr. Bathrick. No; I think it will loosen up much of the high- 

Sriced capital, and have a tendency to employ that capital in in- 
ustries. The amount required to help the farmers in excess of their 
present indebtedness would not be noticed in its effect on other 
industries. 
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Mr. Platt. You think, as a precedent to your bill, of course, that 
the farming industry as a whole is in such a position that it needs 
special help? 

Mr. Bathbick. I do not think there is any question on earth about 
that 

Mr. Platt. Even in face of the fact that not more than a third 
of the farms owned and operated are to-day mortgaged? 

Mr. Bathbick. I do not think that is true. 

Mr. Platt. That is what the census shows. 

Mr. Bathrick. It is 84 per cent of the farmers who own their 
homes, that is given in the statistics. We have only estimates of tiie 
mortgages on the tenant farms, corporation farms, or managed 
farms. 

Mr. Platt. But, for the purpose of our argument, as I said, the 
farms owned and occupied are the only cmes we need to consider. 

Mr. Bathbick. Oh, no. 

Mr. Platt. The tenant farms are rented for a profit from the 
tenant, and not to secure a profit from the operation of the farm. 

Mr. Bathbick. We want to get those tenant farms in the farm 
owners' hands. 

(Thereupon, at 1.15 o'clock p. m., the committee adjourned until 
to-morrow, Tuesday, February 11, 1914, at 10.30 o'clock a. m.) 



February 11, 1914. 

FTTBTHES STATEMENT OF HON. ELLSWOSTH S. BATHBICK, A 
BEFBESENTATIVE IN CONGBESS FBOM THE STATE OF OHIO. 

Mr. Bathrick. Mr. Chairman, I feel that in the hearing yester- 
day, whatever attempt I made to explain my bill (H. R. 11897) was 
not very successful, because I could not finish. I realize that these 
hearings are running debates, and it is very difficult to preserve any 
continuity of statement, and I think that is a condition which is very 
proper. Without going further into the detail of the bill, I trust 
that this committee will give it careful consideration, and should it 
be the subject of any misunderstanding or any provision inserted 
therein fail to make itself clear that I shall have the privilege of 
appearing again. But before leaving the bill I desire to make a 
sort of blanket statement respecting it, which is that, in my opinion, 
this bill perfectly provides for a loan to any thrifty man who wants 
to buy a farm, any man who has a mortgage on his farm which he 
desires to transfer in order to secure a lower rate and easier terms, 
or for any man who is out of debt on the farm and who wishes to 
avail himself of a better credit condition in order to progress in his 
business of agriculture. 

The bill will provide loans to all of these, with the understanding, 
of course, that tiie security must be sufficient, that the title must be 
satisfactory. The limitations upon loans are that none shall be made 
in excess of 60 per cent of the value of the security ; that none shall 
be made on farms operated exclusively by tenants, with a provision 
that a case where a farmer desires to remain upon a farm and is op- 
erating it on shares with his neighbors can be taken care of. The 
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loans are limited so that those of bad character or those who have 
demonstrated incompetency in agriculture shall receive none. Loans 
are limited to the use of the money for distinctly productive purposes 
and to improve the security given for the loan. The bill provides 
that not more than $15,000 shall be loaned to any individual, which 
provision, I believe, effectively eliminates the speculative difficulties, 
and for minimum loans of $300. 

Mr. BuiiKLEY. How did you arrive at that figure — ^$15,000? 

Mr. Bathrick. Well, my decision in the matter was, I think, rather 
arbitrary, guided, however, by the limit put upon loans in many 
' other countries and some consideration of the conditions in this coun- 
try. The bill provides that preference shall be given to loans of 
$7,000 or less. I arrived at that conclusion because I believe it is 
essential in this kind of a bill that encouragement be gi\ 3n to farmers 
for the purpose of securing small farms. 

Mr. BuLKLrEY. I think you are right about that; but $15,000 is 
eight or nine times the amount cf the average loan as ;^cu stated it 
j^esterday. 

Mr. Bathbick. That is true. 

Mr. BuLKLEY. I was wondering why you fixed it so high. 

Mr. Bathbick. I think I have answered that as well as I can ; but 
should the bill be considered, I have thought that a matter open to 
discussion. 

Mr. Bbown. I imderstand, Mr. Bathrick, by your bill you include 
the right to expend this money upon improvements upon the farm, 
such as houses, barns, and necessary buildings of that kind ? 

Mr. Bathbick. Yes; equipment, or anything that will tend to in- 
crease production or improve the security. 

Mr. Bbown. Or value. That is what I understood. 

Mr. Bathbick. I tried to look upon the plan as a running business 
that, when it is once instituted, all conditions shall conspire to carry 
to carry it on indefinitely. And to that purpose, I want to call your 
attention to one provision in the bill which permits the issue of bonds 
to redeem bonds after the board shall decide that shall be done. 
There is probably no nation on earth but what has issued bonds of 
one series to redeem bonds of another series ; and should it transpire 
in the operation of this law that it is more profitable to the Govern- 
ment to pay the interest on the bonds and keep these loans out on a 
higher rate that it could be done. 

There was one matter raised yesterday by Mr. Weaver, which, in 
looking over the hearings this morning, I feel was not quite ex- 
plained to my satisfaction, and that was with reference to that part 
of the bill which provides for the loaning of money upon municipal 
bonds. Now, while it is true that every nation has issued bonds of 
one series to redeem bonds of another series, in the course of this 
business it may be necessary or practicable to provide for the re- 
demption of outstanding bonds. To avoid loss in the interim by 
keepmg this money in cash in the vaults when it could be loaned out 
profitably, I provide for the purchase in the open market of munici- 
pal or State bonds, which I conceive to be a class of security readily 
convertible at any time when it is desired to redeem outstanding 
bonds which have been issued for the purpose of securing this loan 
fund. 
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As to the administration features of the bill, I have attempted to 
so construct them that the machinery permitted anything to be done 
that was necessary to be done, and that all the operations of the 
plan would be in the direction of a practical application of this 
money to assist increasing production. That principle I have tried 
to keep in mind throughout the bill. 

One word as to that part of the bill that provides for the use of 
the profits. I worked out a table, printed in the Record of September 
10, 1913, showing the profits accrumg to the Government on the lend- 
ing of money upon the account of mortgages upon farm-owned 
homes. The loan is practically $1,700,000,000. This profit is based 
upon the presumption that the Government borrowed the money 
at 3 per cent and loaned it at 4^ per cent, and allowance is made for 
expenses. The expenses are estimated upon statements which have 
been made in various documents regarding the expenses of various 
countries where like plans have been put into operation. The re- 
sult of the table is that for the first five years the profit to the Gov- 
ernment appeared to be about $136,000,000 net. That is approxi- 
mately $27,000,000 per year profit on this plan. I provide that this 
money shall be used as Congress may hereafter enact for the pur- 
pose of the construction and maintenance of good roads, on the idea 
that the farmer pays the profit of these loans, and that the construc- 
tion and maintenance of good roads would be the surest way to give 
him back the profits and be of great advantage to the whole people 
of this country. This woul3 build the roads and tax no one a penny. 
We have recently passed in the House a splendid good roads bUl, 
which in its maximum operation would appropriate $25,000,000 a 
year for the purpose of the construction and maintenance of good 
roads. This $25,000,000 a year is taken from the taxpayers of this 
country. The farmers pay their share of this $25,000,000 per year, 
and yet, in some measures which have been presented to this com- 
mittee, it is proposed to take this $25,000,000 per year and the 
farmers' share and turn it over to a system of banks conducted by 
individuals whose sole purpose is profit, and let the farmers and the 
whole people go on paying taxes to build the roads. 

Mr. Bbown. Mr. Bathrick, your first proposition, as I catch it 
there, if this interest collected from the farmer is applied to the 
roads — ^won't that put the burden of building the roads entirely upon 
the farmer? 

Mr. Bathrick. But if the farmer gets the roads under my bill, 
won't it be better than to turn all the profits over to private indi- 
viduals and let them buy automobiles with which to ride over the 
roads which the farmers pay taxes to build ? 

Mr. Platt. You are not building these roads for automobiles, then ? 

Mr. Bathrick. The bill provides only that the profits are avail- 
able for roads. 

I want to discuss some matters respecting the operation of this bill. 
We have in this countiy many Government employees scattered 
throughout the length and breadth of the land who, some of us think, 
are not very seriously overworked. We have, therefore, in my esti- 
mation, the machinery already constructed to carry out the purposes 
of this bill, and there will be little or no expense for field men, in- 
spectors, or men from whom to secure information added to the 
burden of the taxpayers in order to carry out this bill. In carrying 
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out a plan of Government loans we have the advantage of the prestige 
oi the Government over any other system that may be put into opera- 
tion. Some of our great insurance companies are lending money 
in various parts of the United States and are doing it successfully, 
and brag about the great security and advantage they give their 
policyholders because they are doing it. Now, the Government 
can place a penalty upon fraud which no private concern can execute. 
I provide in my bill a penalty of a maximum fine of $5,000 or im- 
prisonment for a given term, or both, for defrauding the Govern- 
ment in the operation of this plan. We know that the people of this 
country have in mind and believe tha^t, whatever their propensity 
may be to defraud, it is a dangerous thing to defraud the Govern- 
ment ; that the Government never lets up. That is the frame of mind 
and condition that will operate to the advantage of this plan of lend- 
ing money. 

Applications, we will assume, will be in the hands of every post 
office in the country. A citizen desiring to apply would fill out one 
of these applications and take his oath to it and send it in to the 
Government, or to the bureau. 

I want to read a few of the questions which I have prepared. 
The reply to these questions, to be sworn to by the applicant, should 
be a complete description of the property offered as security. They 
would include a sketch upon a plain square, showing the section of 
the township. The applicant would state, respecting the location 
of the property, near or on what public road, and possibly the name 
of the road; the name of and distance to the nearest railroad market; 
population of the town at which he markets ; the nearest railroad sta- 
tion; the distance of the county seat from his farm, and the popu- 
lation of the county seat; the number of acres of loam, clay, gravel, 
marsh, and the character of the subsoil; the character of the sur- 
face — whether it was rolling or level, or rough; how many acres 
are in a condition of cultivation, how many unfit for cultivation; 
the acres of timber and the kind of timber ; the number of acres of 
orchard; other permanent growth — ^including, say, alfalfa — and 
the age of the growth. The applicant would state whether there 
was any injurious growth upon the land, the character of the build- 
ings, and a complete description of them, together with the age; 
also, the character of the fences. He would state how the farm was 
watered, whether by springs or running streams, or windmills; or 
how the land was drained, if any portion of it was drained, or 
how much is subject to overflow; the character of crops grown for 
previous years and the average yield for two or three years back, or 
the yield for the last year. 

He would state how much the farm was assessed for taxation, and 
the assessed valuation of buildings; he would enumerate his equip- 
ment, such as stock, tools, and other matters. He would give in 
the application his own age, how many people in his family, and 
have something to say, perhaps, about his boys, and how old they 
were ; also, the purpose for which the money would be required. 

Preparing for the operation of this bill, the bureau that I have 
provided for, through the postmasters, could easily secure informa- 
tion respecting a dozen well-known, responsible freeholders in that 
township among the farmers, and that would be a very simple mat- 
ter by correspondence with the postmasters. From those would be 
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selected the appraisers, and the question as to their relationship 
with the applicant might be worth consideration. I have stated in 
my bill some fundamental things that must appear as necessary in 
order to determine whether the applicant is entitled to a loan or not 
The experience in other countries is that probably not over 50 per 
cent or the applications are accepted. They are refused some- 
times because the applicant wants more money than is desirable to 
lend to him; that he wants it for some other purpose than would 
carry out the purpose of the bill, or because any or the other limi- 
tations which are placed upon the applicant in tne bill are not com- 
plied with by him. 

Mr. Brown. Mr. Bathrick, just a moment. Do jrou provide in 
your bill (I do not remember it now. although I read it through care- 
fully) for the taking care of loans already existing? 

Mr. Bathrick. That is, you mean with which to take care of the 
fund to pay off the bonds? 

Mr. Brown. No ; to pay off the mortgage that already exists. 

Mr. Bathrick. Oh, yes. 

Mr. Brown. Because that is not an improvement; but if there has 
been an indebtedness created, it makes no difference ho>v it has been 
created. 

Mr. Bathrick. The bill provides for loans to take care of out- 
standing obligations. I should have stated that. Now, if inspection 
is necessary, I stated yesterday that in the State of Ohio we have 
2,000 postmasters and 3,000 rural carriers. I believe the rural car- 
riers work pretty hard; I do not believe we could expect very much 
of them except as to their general knowledge, acquired by their daily 
contact, in passing on the applications. But that is not true of all 
our postmasters and is not true of many of our Government officials 
located all over the country. I think it would be very easy to provide 
whatever inspection was necessary in that way. I do not think we 
will require much inspection. I am of the opinion that the farmers 
of this country are not gamblers ; they do not bet on the horse races, 
and if they borrow money, they do not borrow money for that pur- 
pose. Even our merchants and business men do not borrow money to 
bet on horses and stocks, as a rule. 

Mr. Platt. Eight there. Mr. "Bathrick : We had a gentleman be- 
fore the committee a while ago who represented the farmers. He 
stated the farmers were speculating to a great extent ; that they were 
selling their farms and buying others, mc^'ing to other farms, and 
moving into Canada after getting through speculating in this 
country. 

Mr. Bathrick. That is true in agriculture. But a change from 
one farm to another does not hinder agriculture. 

Mr. Platt. Would there be any provision in your bill to stop those 
speculators? 

Mr. Bathrick. By limiting the amount loaned, I have pretty well 
taken care of speculators, to say the least. If a man borrows money 
on my plan, he gets it under a contract to improve the security ; and 
if he sells out to somebody — I know of no plan, either public or 
private, that could prevent him from having that privilege — ^the 
Government must see that the same contract and the same provisions 
are carried out with the new owner. 
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Mr. Seldomridge. Do you provide anywhere in the bill that the 
employment of this money borrowed from the Government should go 
in the way of permanent improvements on the ground or in the 
matter of the development of it? 

Mr. Bathbick. I have only used the general statement that it 
should be used for the improvement of the securitv given or a farm 
purchased with it, and have tried to take care of a farmer with a 
couple or three boys, who might desire to mortgage his own farm 
for the purpose of buying another for them. That ought to be taken 
care of in any bill. 

Now, respecting the cost of operations : I have stated that in nearly 
all the countries the expense of lending is in the neighborhood of 
fifteen one-hundredths of 1 per cent. Starting from that standpoint 
and making a guess — ^that is all I could do — of the amount of loans 
for each year, I would give you what appears to me a fair estimate 
of the cost of this bureau, and I will say in this connection that no 
part of this cost has any chance on earth of ever being loaded onto 
the taxpayer. And even the appropriation for the beginning of the 
business ought to be paid back after the first year's operation out of 
profits. 

I provide for a commissioner, at $7,500; a chief clerk, at $5,000; 
a treasurer, at $4,000 ; 24 chief examiners, at a total annual cost of 
$60,000 in salaries; 24 assistant examiners, at $36,000; 25 stenog- 
raphers, at $21,000; 3 stenographers, at $3,000; 2 file clerks, at 
$1,500; 1 solicitor, at $3,000; janitors and charwomen, $1,000; inci- 
dentals, $7,400; maldng a total of $150,000 annual cost. 

In an attempt to arrive at what amount of business might be 
done the first year, I considered the number of applications that 
have been made in other countries. I have tried to arrive at an 
estimate on a ratio of our population to present mortgages, and the 
number of farmers as compared with some other countries. I would 
say that it is practically impossible to give any very accurate esti- 
mate, but I believe that this estimate is outside and conservative. 
I have estimated that we would have 150,000 applications per year, 
amounting, at the average farm-land mortgage today, to $257,250,000. 
If one-half were allowed, it would make a loan of $128,625,000 

Mr. Platf. Every year? 

Mr. Bathrick. Well, yes. 

Mr. Platt. Have you based that on present farm mortgages in 
any sense? 

Mr. Bathbick. I have tried to base it, as I say, on the number of 
mortgages to the population with other countries. 

Mr. Plait. You nave not based it on anything at all except the 
present number of farm mortgages? 

Mr. Bathrick. No; not exclusively upon that. 

Mr. Platt. Let me ask you this : Do you estimate that this system 
with a lower rate of interest would not cause a big rush of appli- 
cations right at the start? 

Mr. Bathrick. Oh, I think there would be. 

Mr. BuLKLEY. It would be greatly in excess of these figures you 
are mentioning here. 

Mr. Bathrick. I do not think so. 
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Mr. Pi^TT. I saw a statement as coming from a farm newspaper 
to-day to the effect that we are going to try to make farmers bor- 
row whether they want to or not. 

Mr. Bathrick. That is absurd. A farmer who does not want to 
borrow money won't borrow. 

Mr. Platt'. I think he would if he could get money as cheap as 
this, and blow it in on automobiles, and such things as that, so that 
he could make a show in respect to this farm. 

Mr. Bathmck. My bill takes care of the use of the money very 
easily. He is not going to blow it on automobiles. That seems un- 
reasonable to me. 

Mr. Platt. The farmers to-day have mortgaged their farms to 
buy automobiles, and you know of such cases. 

Mr. Bathrick. Of course, but that is not the rule, is it ? 

Mr. Platt. I do not say it is the rule. 

Mr. Bathrick. Of course, I am not contending that there are not 
foolish farmers as well as some other people. Some of the rest 
of us are automobile fiends. 

Mr. Platt. That does not apply to me. 

Mr. BuLKLEY. How much did you tell us is the total mortgage 
indebtedness of the United States? 

Mr. Bathrick. We have no statistics of mortgages on tenant 
farms that I think could be wholly relied upon, but they have been 
estimated by various authorities to be in the neighborhood of 90 per 
cent as many as on the farm-owned homes, which would make the 
total mortgage indebtedness of farm-owned homes and tenant farms 
in this country something over $3,000,000,000. 

Mr. BuLKLEY. You are assuming, then, that only $250,000,000 

Mr. Bathjuck. $257,000,000 

Mr. BuLKLEY (continuing). $257,000,000 of them would apply 
for new loans? 

Mr. Bathrick. Yes. 

Mr. Platt. Why would not every one of them apply ? 

Mr. Bathrick. Now, friend Platt, some of the gentlemen of the 
House have been trying to make us think there was a very wide- 
spread area in this country where the farmer got money as cheap as 
he wished, did not want better farm credit, and had no interest in it. 
Now, those gentlemen expect to claim that, and then say all these 
men will come forward and ask for loans. 

Mr. Platt. Here are the rates of interest farmers are paying all 
over the country on loans, and there is not one of them as low as 
4i per cent. 

Mr. Bathrick. That is very true. 

Mr. Platt. And certainly, in your State, they are paying 5.7 per 
cent, according to this. 

Mr. Bathrick. Well? 

Mr. Platt. Why won't every farmer in the State of Ohio apply 
for a loan under this? 

Mr. Bathrick. In the first place, a farmer who is very neoarly out 
of debt is not going to go to the trouble to switch that debt, because 
the difference in the rate is not going to mean much to him. In the 
next place, some of these money lenders have their hodks on the 
farmers more than by just merely lending him money. There are 
many reasons why they are not all going to apply. 
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Mr. Platt. I can not quite see that. It seems to me the saving 
of interest is going to be a big motive for them, 

Mr. Bathrick. It is, and if they all apply, and we took care of 
them as fast as we could, we probably, under the provisions of this 
bill, would not lend over a half or two- thirds of them. 

Mr. Woods. There is another reason, Mr. Bathrick. A great many 
of the loans are not payable at the option of the borrower; they run 
for stated periods. 

Mr. Bathrick. That is true. 

Mr. PiiATT. Of course, those who could not pav their other loans 
immediately would not. But still, they could all pay, probably, at 
the next interest period. 

Mr. Woods. Some of them ; not all of them. 

Mr. Bathrick. If that was the condition that came to pass, it 
would be the most beneficent thing that could happen to this coun- 
try. Now, they tell us we are going to swamp the country if we 
loan thousands every day on farm-land mortgages in this country. 
That is absolutely without foundation. Every dollar loaned is more 
profit to the Government and better for all the people. 

Mr. Platt. You loan this money without regard to local condi- 
tions at an equal rate? 

Mr. Bathrick. Ortainly. If we can borrow at 3 per cent, why 
should we not loan at 4J per cent to men in the State of Washington 
as well as to men in Pennsylvania ? 

Mr. PiiATT. What would be the effect of that in your State, where 
you are paying 5^ per cent and out in Arizona they are paying 10 
per cent? 

Mr. Bathrick. The effect in what respect? 

Mr. Platt. Where would the bulk of the money be likely to go? 

Mr. Bathrick. I think the bulk of the money would be asked for 
in those localities where the rate is highest, naturally. 

Mr. Platt. Of course it would. What would be the effect of that 
in your State where the rates are rather below the average? 

Mr. Bathrick. In the first place, I do not rely absolutely upon 
the statistics that have been presented here. I am not going to say 
anything about the authenticity of them. They show a condition 
that every man would consider needed a remedy, even as they stand ; 
but there are many farmers in the State of Ohio who are paying 
not only full 6 per cent, but some of them are paying 7 per cent. 

Mr. Woods. There is no reason why a farmer in Washington should 
pay a higher rate of interest than a farmer in Ohio, provided his 
security is equally good. 

Mr. Bathrick. None in the least. 

Mr. Plait. Oh, yes, there is ; a very good reason. 

Mr. Woods. In my opinion, I should say there is not. 

Mr. Seldomridge. The rate of interest you think should be thb 
same in all sections ? 

Mr. Bathrick. Yes. 

Mr. Platt. A man who goes off into a wild, new country and takes 
up a farm where there is no development, no capital, he certainly 
should not have the same rate of interest as a man who lives nearer 
to civilization. 
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Mr. Bathbick. There ^ou are mistaken, if I may be allowed to 
say so. That man is raising produce to feed the people of this 
country. 

Mr. I*LATT. Oh, no ; he is not ; he is awa^r off from transportation 
facilities and everything else. He is doing it as a speculation. 

Mr. Bathbick. He is occupied in the raising or produce, and if 
he raises produce solely for his own family, he saves other people 
from shipping food to them. His security as far as it reaches is as 
good as any, anywhere. 

Mr. Platt. In 9 cases out of 10 he is waiting for a rise in values 
to sell again. 

Mr. Bathbick. In the meantime he is feeding himself and others. 
That surely adds to the total general supply of food for the people of 
this country, and the purpose of any farm-credit measure is to con- 
serve agriculture and to conserve our food supply. That is the 
only right purpose of any bill for farm credits, and the man in 
Washington raises food the same as a man anywhere else. 

Mr. Platt. If you give low rates of interest, notwithstanding 
where the farms are being developed for speculative purposes, 
largely, Mr. Bathrick, of course, you are going to take money away 
from those localities where they raise food for the markets and send 
it out to speculative parties. 

Mr. Bathbick. Do you contend that these people who are pioneer- 
ing a country and going through the most difficult stages of agricul- 
ture should not beTielped? 

Mr. Platt. I will say this : I believe the difficulty with agriculture 
on our eastern farms during the last 20 years has been the fact that 
the Government has been giving away the land in the West and 
making our farmers compete with free land. 

Mr. Bathbick. You think, in order to conserve New England 
agriculture, the Government should have kept all of her lands 
instead of improving them ? 

Mr. Platt. I think it should have sold the land to the highest 
bidder. 

Mr. Bathbick. I do not think that is the reason why New England 
agriculture is not improving to-day. One reason is that you have 
had there, just the same as we have had all over the country, a lot of 
unconscionable pound-of-flesh men lending money to the farmers. 
When the farmer finally got out of debt the farm had been robbed, 
the soil had been robbed, and the farm had been depleted in acreage 
production. And if a man left that farm and moved onto a more 
fertile one, he could not be blamed. Because of the interest, because 
of the unconscionable high rate of interest, he could not carry it 
and at the same time conserve the soil strength of the farm. 

Mr. Platt. That is not the cause of their depleted state. I^ots 
of tracts in my neighborhood have been sold at less than the rate of 
interest, and they were not paying any higher rate of interest than 
others, either; but the farms have been abandoned, due to the fact 
that other farms, other lands, were offered to them free. 

Mr. Bathbick. If that is absolutely true, and the farm is not de- 
veloped to its productive value, as it has been elsewhere, why all 
the talk going around about reclaiming eastern farms? We know 
the soil has been depleted until it won't raise anything. That is one 
reason why they have left. And one of the reasons why it has been 
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depleted is because the farmer was compelled to carry a heavy burden 
of interest on his money that forced him to rob his farm in order 
to keep up the interest. This is a general process going on all 
over the country. We have to-day four men out of ten who are 
tenant farmers. They care nothing for keeping up the soil and the 
rotation of crops or keeping up the buildings. Then we have two 
men out of ten running a race with a deadly mortgage, and in order 
to keep up they are robbing the soil. And it is a lair statement that 
there are six men out of every ten farmers in this country who are 
robbing the soil under these conditions. These are the conditions 
very necessary to correct. 

Mr. Platt. Why would not free land cause them to rob the soil 
just as much as a high rate of interest and perhaps more? 

Mr. Bathrick. I can not see it that way. A debt-free farm is 
better cared for. 

Mr. Platt. Would not competition have that effect in any other 
business — stimulate competition ? 

Mr. Bathrick. It may be true; and I believe it is also true that 
agi:iculture, in proportion to the investment, is making less profit 
than almost any other industry. That brings us back to the proposi- 
tion again as to whether the interest rate and the cost of money is 
in their way, and we will have to take care of that situation it we 
are going to have enough agriculture to feed the people. 

Mr. Seldomridge. Do you contend that the settlement of the West 
in giving away free land has been ,a contributing factor in the de- 
preciation of eastern farm lands ? 

Mr. Platt. Undoubtedly the biggest factor. 

Mr. Seldomridge. Has it been the mere giving away of the land, 
or has it not been the fact that the farm has oeen more productive ? 

Mr. Platt. The soil is not more productive. Take, for instance, 
the State of New York. The State of New York raises more wheat 
per acre than nearly all the western wheat States. 

Mr. Seldomridge. Should not the accessibility of the New Yorker 
to the market and to the Seaboard more than equalize it in the cost 
of transportation that the western farmer has to pay ? 

Mr. Platt. It would seem as if it ought to, but it does not. The 
value of the land, and the fact that we get lands free 

Mr. SELDOMRrooE. I always thought the difference there was due 
largely to the fact that the eastern man did not have the same quality 
of energy and business acumen that the western farmer has. 

Mr. Platt. The eastern farmer farms more intensively and is a 
better farmer, generally speaking, than the western farmer. The 
statistics show that — in Ohio, New York, and New England. How 
about that, Mr. Bathrick? 

Mr. Bathrick. I did not understand that to be true. I think 
there are no better farmers than in Iowa and the Middle West. 

Mr. Platt. I say the eastern farmer is generally a better farmer 
than the western farmer, in our eastern seaooard States — Ohio, New 
York, and New England. 

Mr. Bathrick. I could hardly qualify as an expert on that state- 
ment. 

Mr. Platt. I mean that the statistics show that the farms produce 
more per acre under cultivation. 
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Mr. Bathbick. It may be that the eastern farms being smaller are 
raising more per acre because of the small farm and the more inten- 
sive cultivation. 

Mr. Piatt. The giving away of lands has caused an enormous 
growth of population in our cities, and it has crushed out the eastern 
growth of farms for the time being. 

Mr. Bathbick. Now, Mr. .Chairman, I want to say further re- 
specting the cost of operation of this bureau, that the inspection, 
applications, and appraisals will be at the cost of the borrower. 
They always have been at the cost of the borrower, and must nat- 
urally remain so. But they will be a great deal less than they have 
been in any system of private lending. 

Respecting the question of whether the farmer needs help or not, 
1 had not intended to touch it. I thought no one would deny it. 
But I want to make a very brief statement regarding the farm as a 
business proposition, based upon a 6 per cent cost of money. 

This question bears very strongly upon the most important feature 
of any farm-credit legislation which we may enact. It is the ques- 
tion of whether any one can afford to have capital invested in a farm 
if he can get for his money as high as 6 per cent interest. Whenever 
a business man in the city considers an investment, he calculates that 
money is worth 6 per cent without taking any risk at all in industry. 
He calculates the cost of maintenance, depreciation, and general ex- 
pense, and adds to this cost 6 per cent on every dollar he has in- 
vested. Above this he estimates what the possibilities are of profit, 
and if there is any profit it must be over and above this 6 per cent. 
Now, assuming that money can be let at 6 per cent, what is the busi- 
ness proposition for a farmer ? In the last statistical abstract, what 
the farmer gets or the farm value of our great cereals, which are the 
main products contributing to our food supply, averages less thaji 
$12 per acre. The farm value of wheat is given at $11.37, corn at 
$12.52, oats at $10.58 per acre, and rye and barley about the^ame. 

In the far West, where thousands of acres are cultivated under 
conditions which are very dissimilar to the average farm manage- 
ment, these staples may snow a profit of more than $5 per acre, but 
calculations made by the best authorities that I have consulted do 
not demonstrate a profit per acre on any of these staples of over 
$5.75, not counting the value of the labor of the farmer in the ooat. 
A great many of our farms are worth from $100 to $150 per acre, 
as a selling proposition. Land that is worth $100 per acre then 
produces annually on these crops less than 6 per cent gross. From 
these gross profits per annum must be taken depreciation, cost of re- 
pairs, insurance, taxes, and other incidental expenses, which make 
the profits on millions of our hundred-dollar acres much less than 
6 per cent. 

Mr. Platt. Depreciation of what? 

Mr. Bathbick. I will show you in a moment. I offer for the 
record the following calculations, based upon a $100 per acre, 
100- acre farm, salable at $10,000. In the simplest possible way it 
shows the net income this farm must produce m order to return as 
much as 6 per cent on the investment. I venture the statement that 
not 10. per cent of such farms will be as profitable as the mere lend- 
ing of the money. There are millions of $100 acres that can not be 
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rented or farmed to produce 6 per cent net. I will give you the 
figures : 

Investment in farm $10,000 

Investment in 4 work horses 700 

Investment in tools 900 

Making a total investment of 11,600 

Now, I will give what charges he must meet in order to have a net 
of 6 per cent. 

Mr. Brown. That is too low. 

Mr. Bathrick. I think it is, but I am trying to make a conserva- 
tive estimate. 

Interest on $11,600, at 6 per cent $696 

Depreciation on animals of 5 per cent 86 

Depreciation on tools, at 10 per cent 90 

Depreciation of $2,000 on buildings, fences, etc., at 5 per cent 100 

Taxes, at 1 per cent 116 

Insurance 10 

Net amount to be earned in order to pay 6 per cent 1,047 

This does not account for the extra cost in the item of incidentals 
and loss by elements, death of animals, and so forth. Applying this 
analysis to the average United States farm and adding wages for 
the farmer's management and labor to the total overhead would 
show the average gross farm receipts for the year 1909, as given in 
the statistical reports, as less than 6 per cent net. 

Here is a condition hin^ng absolutely upon the cost of money 
which has a very far-reaching effect upon the industry of agricul- 
ture and is one of the very strong reasons why people are not gener- 
ally going into the business of tilling the soil. If a man has the 
price of a farm or owns a farm and he can make more annually out 
of that money by lending it than he can by farming, giving his labor 
to it as well, how can we expect him to go into or stay in the farm- 
ing business? Considering the question of interest rates, then, we 
are confronted by a fundamental proj)osition of vital importance to 
any plan for bettering farming facilities. This fundamental propo- 
sition is that any plan must materially reduce the rate of interest 
in what I believe to be 90 per cent of the farm territory of the 
country. 

Mr. Plait. Taking that supposed farmer of yours, how much 
interest would he save through your plan ? You were talking about 
a farm entirely unencumbered. 

Mr. Bathrick. That depends entirely on the mortgage, of course. 

Mr. Platt. Say you give him 60 per cent. 

Mr. Bathrick. He would save on an average of close to 3 per 
cent on $6,000. 

Mr. Platt. That would be $180. 

Mr. Bathrick. The average mortgage is $1,715. 

Mr. Platt. Would that $180 put his head above water according 
to your figures? 

Mr. Bathrick. Well, I think $180 per year saved to the farmer 
would make, on a 100-acre farm 

Mr. Platt. I mean on these figures you have given there he would 
still be behind. In other words, you have not provided a scheme 

39731—14 ^18 
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which would put the farmer's head above water yet. There is 
something else besides interest. 

Mr. Bathrick. I have not made that calculation, and I am not 
sure I could answer yea or nay. There would have to be a deduction 
made. I am hure it would make one more satisfied with farming. 
But I will say this, in order to conserve agriculture, many things 
must be done along this line, but it is not all to be done in the assist- 
ance of agriculture. It is an imi)ortant and necessary help. There 
are other things that must be considered, but this is one of the most 
important, and if we desire to aid agriculture we must do this as 
well as other things. 

Mr. Platt. It seems to me your contention simply supports Prof. 
Wilkins in the idea that everybody is working on the farms for 
unearned increment that comes from the increased value of the 
farms. 

Mr. Bathrick. I do not believe that at all. 

Mr. Platt. You are saying that nobody can make a living on the 
farm, as far as I can see. 

Mr. Bathrick. Oh, no ; I am not saj^ing that nobody can make a 
living on the farm — nothing of the kind. I am simply drawing a 
parallel of investing money at 6 per cent, and sitting back and draw- 
ing the interest, and putting it in a farm and going out and working 
for it. 

Mr. Platt. You do not take into consideration the fact that the 
farmer gets his living in addition to that. You do not bring that in. 

Mr. Bathrick. I have not counted his living in. His labor would 
bring a dollar a day anywhere. 

Mr. Platt. You included that in the total. 

Mr. Bathrick. No ; not in this table at all. 

Mr. Seldomridge. You say that as a laborer he could get a dollar 
a day anywhere. Where could he make his labor pay him a dollar a 
day? 

Mr. Bathrick. It is estimated that the average wage is $450, but 
if you turned all the farmers loose and they went in town to com- 
pete with labor, there would be no labor. 

Mr. Seldomridge. No; there would not. 

Mr. Bathrick. These farms must go on, and it is the province of 
government to keep them going. 

Mr. Brown. Your estimate of the farm labor there is away below 
the average price — a dollar a day. 

Mr. Bathrick. Yes ; but I think the calculation is extremely con- 
servative. 

Mr. Platt. As a matter of fact, do not the statistics show the 
average farmer not only gets his living, but he gets a surplus of 
something like $200 ? 

Mr. Bathrick. You say he gets a surplus? 

Mr. Platt. I think that was stated here in one of our hearings. 

Mr. Bathrick. Counting his labor? 

Mr. Platt. Counting eevrything. 

Mr. Bathrick. I think it is a mistake. 

Mr. Platt. Was not that statement made here by the representa- 
tive of the National Farmers' Union the other day ? 

Mr. BuLKLEY. I do not recall it. 

Mr. Bathrick. I think you are referring to the gross figures. 
Now, gentlemen, I think I will finish by making a comparison of 
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the operation of this Government loan plan with the operation of 
a private banking plan. I have here two tables which are in part 
amortization tables, but they also show the profit to the private 
bank and to the Government. To illustrate the difference in inter- 
est to a borrower, between a private bank farm credit plan charging 
a flat rate to the borrower for expenses of, say, 1 per cent, and the 
Government loan plan where actual expenses only are charged, 
these tables will be of much interest. 

Table A is a private bank farm credit table. 

Table B is a Government loan table. 

Each of these tables give the profits on the reloan fund, which is 
composed of all funds received above expenses and interest paid 
out on debentures or Government bonds. 

In both tables the semiannual payment is 3 per cent, including 
amortization, or $30. In each table the debt is $1,000. The profits 
are largely based upon reloaning the balances on hand after paying 
necessary obligations. 

As to the question of whether the money can be kept loaned out^ I 
have made considerable inquiry among building and loan associa- 
tions, and I find they all have a waiting list of eligible applications. 
Any institution which loans on long time would have enough ap- 
plications on which to loan, all the time, and by which to keep this 
reloan fund moving 

Table A is the private bank farm credit plan. The farmer owes 
the $1,000 the same as in the Government plan. Of course, the 
money is assumed to be 4 per cent in this bank plan; the interest 
cost to the borrower for expenses and management, 1 per cent; the 
amortization, 1 per cent ; semiannual payment, $30. In this private 
bank credit plan the cost to the farmer is $2,240.23 ; the time of pay- 
ment is 37 years. Now, let us compare. In the Government loan 
plan the final cost to the farmer is $1,871.40, and he saves $368.83 
m Table B. 

Mr. Seldomridge. Eunning over how many years? 

Mr. Bathrick. He also saves over the bank plan on the same debt 
6 years. The bank plan is 37 years. 

Mr. SELDOMRmoE. Under the Government plan 

Mr. Bathrick. Under the Government plan he pays it in 6 years 
less, and he pays out $368.83 less than he did under the private oank 

plan. 
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10.66 


10.66 


616.51 


616.61 


2.58 


.65 


1.93 


9.73 


5.74 


16.76 


52 


10.33 


10.33 


499.75 


499.75 


2.50 


.62 


1.88 


9.92 


5.69 


17.17 


58 


10.00 


10.00 


482.58 


482.58 


2.41 


.60 


1.81 


10.10 


5.46 


17.59 


54 


9.66 


9.66 


464.99 


464.99 


2.32 


.68 


1.74 


10.28 


5.31 


18.03 


55 


9.30 


9.30 


446.96 


446.96 


2.23 


.66 


1.67 


10.47 


5.14 


18.47 


56 


8.94 


8.94 


428.49 


428.49 


2.14 


.54 


1.60 


10.66 


4.96 


18.93 


57 


8.57 


8.57 


409.57 


409.57 


2.04 


.61 


1.53 


10.86 


4.79 


19.39 


58 


8.19 


8.19 


390.18 


390.18 


1.95 


.48 


1.47 


11.07 


4.61 


19.86 


50 


7.80 


7.80 


380.32 


380.32 


1.84 


.46 


1.38 


11.26 


4.43 


30.36 


60 


7.61 


7.61 


369.96 


359.96 


1.79 


.45 


1.34 


11.50 


4.23 


30.60 


61 


7.20 


7.20 


339.36 


339.36 


1.70 


.42 


1.28 


11.73 


4.02 


31.10 


63 


6.79 


6.79 


318.26 


318.26 


1.59 


.40 


1.19 


11.93 


3.81 


31.63 


68 


6.37 


6.37 


296.64 


296.64 


1.48 


.37 


1.11 


12.15 


3.58 


32.15 


64 


5.93 


5.93 


274.49 


274.49 


1.37 


.34 


1.03 


12.37 


3.34 


22.70 


65 


5.40 


5.49 


251.79 


251.79 


1.25 


.31 


.94 


12.69 


3.09 


33.36 


66 


5.03 


5.03 


228.43 


228.43 


1.14 


.27 


.87 


12.83 


2.83 


33.83 


67 


4.57 


4.57 


204.60 


204.60 


1.02 


.25 


.77 


13.05 


2.57 


34.41 


68 


4.09 


4.09 


180.19 


180.19 


.90 


.23 


.67 


13.27 


2.28 


36.01 


69 


3.60 


3.60 


166.18 


166.18 


.78 


.19 


.69 


13.53 


1;99 


36.63 


70 


3.10 


3.10 


129.56 


129.56 


.64 


.16 


.48 


13.76 


1.69 


36.26 


71 


2.59 


2.59 


103.30 


108.30 


.52 


.13 


.39 


14.02 


1.38 


26.80 


w 72 


2.07 


2.07 


76.02 


76.02 


.38 


.09 


.27 


14.25 


1.05 


27.55. 


73 


1.52 


1.52 


48.47 


48.47 


.24 


.06 


.18 


14.52 


.71 


38.34 


74 


.96 


.96 


20.23 


20.23 


.10 


.02 


.06 


14.78 


.36 


38.94 




907.96 


96T.96 






237.05 


52.20 


177.80 




426.73 


1,014.99 
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Government loan, Table B. 



Semiamiual 

I)ayment 

period. 



1. 

2, 

3. 

4. 

5. 

6. 

7. 

8. 

9. 
10. 
11. 
12. 
13. 
'14. 
15. 
16. 
17. 
18. 
19. 
20. 
21. 
22. 
23. 
24. 
25. 
26. 
27. 
28. 
29. 
30. 
31. 
32. 
33. 
34. 
35. 
36. 
37. 
38. 
39. 
40. 
41. 
42. 
43. 
44. 
45. 
46. 
47. 
48. 
49. 
50. 
51. 
52. 
53. 
54. 
55. 
56. 
57. 
v58. 
59. 
60. 
61. 
62. 



Interest from 
debtor, 4^ 
percent. 



$22.50 

22.33 

22.14 

21.98 

21.89 

21.62 

21.43 

21.24 

21.04 

20.83 

20.74 

20.42 

20.20 

20.02 

19.78 

19.54 

19.31 

19.07 

18.83 

18.57 

18.31 

18.05 

17.78 

17.51 

17.23 

16.94 

16.66 

16.35 

16.04 

15.73 

15.41 

15.08 

14.74 

14.40 

14.05 

13.69 

13.32 

12.94 

12.56 

12.17 

11.77 

11.36 

10.94 

10.51 

10.07 

9.62 

9.16 

8.70 

8.21 

7.70 

7.20 

6.68 

6.19 

5.65 

5.10 

4.54 

3.97 

3.50 

2.78 

2.17 

1.54 

.91 



Semiannual 
amortiza- 
tion. 



871.40 



17.50 

7.67 

7.86 

8.02 

8.11 

8.38 

8.57 

8.76 

8.96 

9.17 

9.26 

9.58 

9.80 

9.98 

10.22 

10.46 

10.69 

10.93 

11.17 

11.43 

11.69 

11.95 

12.22 

12.49 

12.77 

13.06 

13.35 

13.65 

13.96 

14.27 

14.59 

14.92 

15.26 

15.60 

15.95 

16.31 

16.68 

17.06 

17.44 

17.83 

.18.23 

18.64 

19.06 

19.49 

19.93 

20.38 

20.84 

21.30 

22.79 

22.30 

22.80 

23.32 

23.81 

24.35 

24.90 

25.36 

26.03 

26.50 

27.22 

27.83 

28.46 

29.09 



988.60 



Balance 
principal 
unpaid. 



1992.50 
984.83 
976.97 
968.95 
960.84 
954.46 
943.69 
934.93 
925.97 
916.80 
907.54 
897.96 
888.96 
874.98 
868.76 
858.30 
847.61 
836.68 
825.51 
814.08 
802.39 
790.44 
778.22 
765.73 
762.96 
739.90 
726.56 
712.90 
698.94 
684.67 
670.08 
665.16 
639.90 
624.30 
608.36 
692.04 
575.36 
668.30 
640.86 
623.03 
604.80 
486. 16 
467. 10 
447.61 
427.68 
407.30 
386.46 
365.16 
342.37 
320.07 
297.27 
274.95 
251.14 
226.79 
201.89 
176.53 
160.50 
124.00 
96.78 
68.95 
40.49 
11.40 



Semiannual 
payment of 
3 per cent. 



130.00 
30.00 
30.00 
30.00 
30.00 
30,00 
30.00 
30.00 
30.00 
30.00 
30.00 
30.00 
30.00 
30.00 
30.00 
30.00 
30.00 
30.00 
30.00 
30.00 
30.00 
30.00 
30.00 
30.00 
30.00 
30.00 
30.00 
30.00 
30.00 
30.00 
30.00 
30.00 
30.00 
30.00 
30.00 
30.00 
30.00 
30.00 
30.00 
30.00 
30.00 
30.00 
30.00 
30.00 
30.00 
30.00 
30.00 
30.00 
30.00 
30.00 
30.00 
30.00 
30.00 
30.00 
30.00 
30.00 
30.00 
30.00 
30.00 
30.00 
30.00 
30.00 



1,860.00 



Amount to 
reloan. 



$12.50 
12.78 
12.79 
12.79 
12.79 
12.79 
12.79 
12.79 
12.79 
12.79 
12.80 
12.80 
12.80 
12.80 
12.80 
12.80 
12.80 
12.80 
12.80 
12.80 
12.81 
12.81 
12.81 
12.81 
12.81 
12.81 
12.81 
12.81 
12.81 
12.81 
12.82 
12.82 
12.82 
12.82 
12.82 
12.82 
12.82 
12.82 
12.82 
12.82 
12.83 
12.83 
12.83 
12.83 
12.83 
12.83 
12.83 
12.83 
12.83 
12.83 
12.84 
12.84 
12.84 
12.84 
12.84 
12.84 
12.84 
12.84 
12.84 
12.84 
12.85 
12.85 



Interest each 
6 months. 



10.28 
.29 
.29 
.29 
.29 
.29 
.29 
.29 
.29 
.30 
.30 
.30 
.30 
.30 
.30 
.30 
.30 
.30 
.30 
.31 
.31 
.31 
.31 
.31 
.31 
.31 
.31 
.31 
.31 
.32 
.32 
.32 
.32 
.32 
.32 
.32 
.32 
.32 
.32 
.33 
.33 
.33 
.33 
.33 
.33 
.33 
.33 
.33 
.33 
.34 
.34 
.34 
.34 
.34 
.34 
.34 
.34 
.34 
.34 
.35 
.35 



Interest on 
reloan bal- 
ance entiie 
period. 



•17.08 

17.40 

17.11 

16.82 

16.53 

16.24 

15.95 

15.66 

15.37 

15.60 

15.30 

15.00 

14.70 

14.40 

14.10 

13.80 

13.^ 

13.20 

12.90 

13.02 

12.71 

12.40 

12.09 

11.78 

11.47 

11.16 

10.85 

10.54 

10.23 

10.24 

9.92 

9.60 

9.28 

8.96 

8.64 

8.12 

7.80 

7.48 

7.16 

7.26 

6.93 

6.60 

6.27 

5.94 

5.61 

5.28 



99 
60 
27 
08 
3.74 
3.40 
3.06 
2.72 
2.38 
2.04 
1.70 
1.36 
1.02 
.68 
.33 



678.32 



Interest on reloan balance entire period $678.32 

Less expense 59.20 

Total profit 619.12 

, EXPLANATION OF TABLES. 



In Table A the reloan sum is the flat 1 per cent charged for expenses, less one- 
fourth of 1 per cent which is a 'liberal allowance for actual expenses. This re- 
loan is shown in column G. In column J is shown the interest accumulations 
for the balance of entire period at 2^ per cent for each six months. 
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In column I the interest coming in on each six months* perior is added to the 
profit shown in column H to get the true reloan sum. The reloan sums are sup- 
posed to be reloaned at 5 per cent annually, but much of this would be out on 
commercial loans at 6 per cent. Hence 5 per cent on supposed long-time mort- 
gage loans is a conservative estimate of returns on these reloan sums. 

It is presumed that all the payments on interest and principal of the debt are 
immediately used to pay interest and principal of the debentures as fast as they 
come in. Hence columns B, C, D, and B, balance each other. But, there is a 
splendid opportunity to pyramid the debentures on profits. 

It would require only the addition of one-fifteenth of such debentures to the 
capital stock, which would be an easy process. If the profits as shown are 
loaned on mortgages,^ an equal amount of new debentures can be issued. If the 
interest on the profit thus reloaned is 5 per cent and the debentures cost 4 per 
cent and the money from debentures is loaned at 5 per cent the total return on 
this profit would be 6 per cent. 

Add column J and column H of the table and the sum of $603.53 is the bank's 
net profit on a loan of $1,000. Now, presuming that the bank's capital stock is 
$200,000, it could loan debenture money on mortgages equal to 15 times as much, 
or $3,000,000. 

This being done, the profit would be 3,000 times as much as shown in Table A, 
or $1,810,590 for the 37-year period. 

The average annual profit would be $48,934.89. This would show an average 
annual profit on the $200,000 capital stock of 24.4 per cent, net. 

The farmer pays in Table A, $30 each six months of the 37 years, plus a 
balance due of $20.23, or a total of $2,240.23. 

In the Government plan, as shown in Table B, the farmer pays $1,871.40, or 
$368.83, less than in the bank plan of Table A, and pays out in 31 years instead 
of 37 years, or in 6 years less time. 

In the bank table the cost of money is 4 per cent which is the presumption 
of a rate to hold debentures of private banks at par. This presumption is con- 
ceeded by advocates of the bank plans, jmd the world's exi^erience hns shown it. 
I doubt very much that these private-bank debentures can be held at par by 4 
per cent in this country. 

The cost of money in the Government loan Table B is calculated at 3^ per 
cent as an outside estimate. It is my opinion, however, that it should be 3 per 
cent. Panama bonds are floated at 3 per cent, and it is presumed that Alaska 
Railroad bonds can be sold at 3 per cent on the faith of the Government credit. 
Who will contend, then, that these Government farm-mortgage bonds, based upon 
both the Government credit and farm Ifinds, can not be sold at 3 per cent? 

The interest charge in Table B is 4^ per cent. The profit of $619.12 is not 
from true compound interest. If compounded it would show greater profit for 
the Government. But the great advantage to the borrower is plain. It is the 
experience of the world that Government loans give lower and steadier interest 
rates and the cost of money is less. 

Suppose the Government loaned on the total farm mortgages on the home- 
owned farms amounted to about $1,700,000,000. The average annual i)rofit 
would then be, as per Table B, $33,949,000. 

No manner of still more conservative calculation can materially reduce this 
result. 

It is a fair illustration of the loss to the country in work of in- 
ternal improvement, or saving of taxes of the people if farm credit 
is turned over to private banks. Besides this loss is the delay of 
years, the failure to cover the whole country and the inefficiency 
generally of the private-bank plan of farm credit. 

Gentlemen, I think that ends mj hearing at the present time, with 
the hope that I may be called again if you wish to have me here. 

Mr. Brown. Your bill, Mr. Bathrick, is based upon the sale of 
Government bonds? 

Mr. Bathrick. Yes ; to get the loan fund. My plan is based upon 
the theory, if I mav state it at length, that while we are talking about 
cooperation, this Government is the biggest cooperation in the world, 
already established and willing and ready to do business. It has 
the best plant, it has the best equipment to carry on a scheme of 
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farm credits. The Government can borrow money at not to exceed 3^ 
per cent on its bonds, and can lend it at 4^ per cent, at a profit. 
There is no possibility of loss. It can carry on this great work of 
the conservation of agriculture and the perpetuation of the food 
supply from this time on. It can push it rapidly and the policy 
would, not be subjected to the long waits and delays of purely seli- 
help, or to the delay caused by the avarice of the private people to 
whom we may have turned over this policy. We could thus carry 
it on all over the country instead of in a few States which have been 
quick enough to pass laws that will conform ta the private-bank 
plan. 

Mr. Platt. Do you conceive, Mr. Bathrick, there is any economic 
reason for changing the rates of interest? For instance, the rates 
of interest have gone up lately on farm mortgages as well as every- 
thing else. Now, you would absolutely ignore everything of that 
sort by fixing a rate of interest in your bill. 

Mr. Bathrick. I would ignore it unless something happened that 
we could not borrow money on bonds at a rate of 3^ per cent. Now, 
if you assume we can not borrow money on Grovernment bonds which 
are better than the average United States bonds, because they are also 
based on bed-rock security, namely, the farm mortgages — if you 
prove that we can not borrow that money at 3^ per cent, I am beaten. 

Mr. Platt. I will say right here I do not believe we can borrow 
two and a half billion dollars or three and a half billions. 

Mr. Bathrick. I believe we can, but I do not think we will have to 
do it. I do not think anything of the kind, and I do not see any 
such possibility in sight; but nevertheless if we had to borrow the 
whole three billions within the next month or a year, or year and a 
half, in what position would we be as compared to France, which 
has a debt of $6,000,000,000, while we have a debt of only $1,250,^ 
000,000 and a far more resourceful country. It is absurd to say that 
France can carry a debt of $6,000,000,000 and we can not carry a 
debt of $3,000,000,000. It is also absurd to say the Government of 
the United. States can not borrow four or five billion dollars if they 
wish to and still the railroads can float nineteen billion. 

Mr. Platt. What is the total value of the farm property in the 
country ? 

Mr. BATHRigK. About $40,000,000,000. 

Mr. Platt. $40,000,000,000 ? 

Mr. Bathrick. Yes. 

Mr. Platt. Do you think there is only $3,000,000,000 of mortgages 
out on it? 

Mr. Bathrick. Well. I say the statistics are uncertain. I accept 
them, however, on the larm-owned homes. 

Mr. Platt. That seems to show an enormous difference. 

Mr. Bathrick. By farm property you are speaking of the entire 
value — irrplements and stock. 

Mr. Platt. The value of the farm lands, though, I think is gen- 
erally given at about $30,000,000,000 apart from everything else. 

Mr. Bathrick. I think so; about $28,000,000,000. 

Mr. Platt. Which would apparently make it seem that only about 
a tenth of it is mortgaged. 

Mr. Bathrick. Oh, that is very true, but it is increasing rapidly. 
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Mr. Platt. And now with this enormous stimulus you are going 
to ffive to mortgage the farm, any man who will not put a mortgage 
on his farm is a tool. The whole business is going to be mortgaged. 

Mr. Bathrick. I do not think that is true at afl — that every man 
would put a mortgage on his farm would seem foolish. When the 
rates fell in Germany they did not do it, but what did result is there 
is a very much larger proportion of farmers out of debt than in this 
country. 

Mr. Platt. It is making an enormous reduction. It will reduce 
the average rate of interest in the country something over half, and 
in the far West it will be considerably more. 

Mr. Bathrick. Not quite half — about three-eighths. 

Mr. Platt. Yes; and certainly anybody would be foolish not to 
mortgage his farm. 

Mr. Bathrick. Not necessarily. If a man had a farm he had paid 
for, he would not mortgage it imless he wanted to put more money 
into improvements and the betterment of his farm for the raising 
of food for the people. There is only one purpose in my bill, namely, 
to improve agriculture. 

Mr. Platt. He could borrow money on his farm, on a mortgage, 
and in some way or other use it for something else. 

Mr. Bathrick. Not under the provisions of my bill. 

Mr. Platt. In other words, if you are going to loan to the farmer 
at 3^ per cent, there is no reason why you should not permit him to 
use it for anything he wants to; as long as he has got the security, 
and if his farm is well stocked and well equipped, you have not any 
safeguard for it. 

Mr. Bathrick. Oh, yes. Every credit system has a safegiiard for 
that. The contract would cover that and the debt become immedi- 
ately payable if the contract was not lived up to. 

Mr. Platt. Suppose I have as good a farm up here as there is in 
the world, and it is all under cultivation, you could not refuse to 
loan money on that farm ; it is good security. 

Mr. Bathrick. What I am trjing to do is to work it out for a 
specific purpose. We are not going into the business merely for the 
purpose of making money. We could refuse to lend anybody. 

Mr. Platt. If I had a farm and I was all right, I could borrow 
money on the farm and take the money and invest it in railroad 
securities bearing 6 per cent, and you could not stop me under your 
scheme. 

Mr. Bathrick. We would immediately call the loan. Then you 
could not be stopped under any other scheme, because there is no 
feature in this that is not intended to conserve agriculture and to 
increase production and to carry on the business of agriculture that 
would not be included in any other bill; and no bill that had not 
those features would be of any use to agriculture. 

Mr. Platt. I do not see where you have got anything that will 
prevent a man from borrowing money if his farm is unencumbered 
and in a good state of cultivation. 

Mr. Bathrick. I have not, and do not want anything, if the bor- 
rower uses the money riffhtly. 

Mr. Brown. As stated by Mr. Bathrick, his bill provides that the 
money must be put on the farms, and the man borrowing must be a 
bona fide resident. 
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Mr. Platt. Now, suppose I have a farm which is unencumbered 
and in a good state of cultivation, and I want to borrow $3,000 to do 
something else; I have a right to borrow on that farm, and if the 
Government is going to do a loaning business, I ought to be able to 
borrow from the Government. 

Mr. Bathrick. My only answer to that question is to suggest that 
the gentleman read the bill. 

Mr. Plait. I have read it pretty carefully. 

Mr. Bathrick. I suggest that you read it again. 

Mr. Brown. But it is unfair to let possiWy one man borrow at 
3 per cent and deny another the same privilege. 

Mr. Platt. Surely, when the farm is clear and well cultivated, you 
would not refuse to loan a man money on his farm ? 

Mr. Bathrick. Let me answer that question again. I consider 
farm credits to be an altruistic proposition. We are not going into 
the business merely for making money. I am simply trying to show 
here that at a low rate of interest there will not be any loss and we 
will make a profit, and I am trying to turn that profit back to the 
benefit of the whole people; and in regard to the question of loaning 
to a man whose land is unencumbered, the purpose of making these 
loans, as expressed in this bill, is that they shall be made for the 
purpose of improving the security and for the purpose of increasing 
production. 

Mr. Brown. In other words, the purpose in your bill is to loan 
money to the man who needs it. 

Mr. Bathrick. That is it exactly ; for production. 

Mr. Brown. And if he is a man who is out of debt he does not 
need it. 

Mr. Bathrick. Unless he needs it for carrying out our purposes. 

Mr. Platt. How are you going to see that the man who borrows the 
^"floaoney uses it on the farm ? You say he has got to take that identical 
money and use it on the farm ? • 

Mr. Bathrick. Yes. We have inspectors, now, within 2 miles of 
almost every farm. I mean, the postmasters. 

Mr. Platt. You can not prevent him from spending it, after the 
loan is made, for something else, 

Mr. Bathrick. Yes ; you can under the contract. 

Mr. PliATT. You can not do otjier than this, possibly, to see that 
the security is there, and then you have go to loan him the money, 

• Mr. Bathrick. I think I have shown that you can in the bill. We 
do not have to loan anybody anything under this bill. 

Mr. Platt. If you do that, you make a discrimination that no pri- 
vate lenders of money have ever been able to make. Money is loaned 
on security, and if the security is there the monejr would be loaned. 

Mr. Bathrick. You do not contend that a private lender has not 
the option of refusing to make a loan? 

Mr. Platt. I do not ; certainly. 

Mr. Bathrick. This bill provides the privilege and option to the 
Government to refuse loans or make them, as it chooses. ^ 

(Thereupon, at 12.40 o'clock p. m., the committee adjourned until 
to-morrow, Thursday, February 12, 1914, at 10.30 o'clock a. m.) 



Thursday^ February 12^ 1914, 

The committee met at 11 o'clock a. m., Hon. Robert J. Bulkley 
presiding. 

Mr. Bulkley. We have under consideration this morning H. R. 
11765, by Mr. Doolittle, which will be inserted in the record. 

[H. R. 11755, Sixty-third Congress, second session.] 
A. BILL To establish a Government bureau to loan money on agricultural lands as security. 

Be it enacted hy the Senate and Hruse of Representatives of the United States 
in Congress assembled, That a bureau is hereby created to be known as the 
bureau of farm loans, which is to be conducted under the control and direction 
of the Secretary of the Treasury, for the purpose of loaning money to bona 
flde tillers of the soil, taking as security for the repayment of said loans farm 
mortgages. Said Secretary of the Treasury is hereby authorized to prescribe 
and publish such rules and regulations, not inconsistent with the provisions of 
this act, as are necessary to put into force and effect the purposes and intent 
of this act. 

Sec. 2. That the President of the United States shall, by and with the advice 
and consent of the Senate, appoint for a term of four years at a salary of 
$6,000 per annum a commissioner, who shall have, with the limitations herein 
stipulated, full charge of said bureau. The commissioner is hereby authorized 
to appoint one assistant commissioner at an annual salary of $4,000 per year, 
engage other employees, and incur other expenses necessary to establish, organ- 
ize, and maintain said bureau, but the total preliminary and other expenditures 
for the fiscal year next succeeding the passage of this act shall not exceed the 
sum appropriated herein. 

Sec. 3. That the President of the United States shall, by and with the advice 
and consent of the Senate, appoint an assistant commissioner for each State 
of the Union, whose term of office shall be for four years, or until his successor 
shall have been appointed and qualified, and his compensation shall be $4,000 
per annum. The official title of such assistant commissioner shall be assist- 
ant commissioner of the bureau of farm loans, and the said assistant commis- 
sioner shall be a citizen of the State in which he is to serve as such assistant 
commissioner at the time of his appointment, he shall be well acquainted 
with the farming interests and the farm-land values of the State, and he shall 
maintain an office at the capital of said State. He is hereby authorized to 
employ such persons to aid him in and about the duties of his office as shall 
be actually necessary to carry on and perform the duties of his office. 

Skc. 4. That whenever the said assistant commissioner of any State shall 
have ascertained that the value of the farm land offered as security is suffi- 
cient, and that the applicant or applicants are possessed of a good and sufficient 
title to the said property and are otherwise legally competent to execute a 
mortgage deed thereto, he shall in writing recommend to the commissioner of 
the bureau of farm loans at Washington, District of Columbia, that the loan 
be made to said applicant or applicants, and thereupon the said commissioner 
of the bureau of farm loans, if he shall find that all the proceedings had in 
connection with the application for said loan were had and done in due form, 
shall, upon receipt of the mortgage deed properly drawn in favor of the Treas- 
urer of the United States, pay over to the mortgagor or mortgagors the sum 
s^iecifled in said mortgage deed, but no loan shall be made in excess of sixty- 
five per centum of the value of the property, and the rate of interest on said 
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loans shall not exceed three per centum per annum: Provided, That all loans 
shall be made for a period of fifty years payable at the expiration of said time, 
or at any interest-paying period prior thereto at the option of the borrower: 
Provided further, That the borrower shall have the option of paying two per 
centum of the whole loan each year and interest shall cease on the sums so 
paid from the date of payment, and at the expiration of said loan period of fifty 
years or upon repayment of all of said loan and interest the Secretary of the 
Treasury shall execute and deliver to the said mortgagor, his successor, heirs, 
administrators, devisees, trustees, or assigns, a good and sufficient receipt and 
release of said mortgage, provided all the conditions of said mortgage shall 
have been fulfilled by said mortgagor^ his successors, heirs, executors, adminis- 
trators, devisees, trustees, or assigns: Provided further , That no loan under 
this act shall be made for any other purpose than for the purchase of real 
estate to be actually occupied and used as indicated in section one by the bor- 
rower as a home, or for the erection, maintenance, or repair of permanent 
improvements on real estate owned by the borrower and occupied by him as a 
home, or for the repayment of prior outstanding indebtedness contracted for the 
purchase price of the real estate or for permanent improvements thereon. 

Sec. 5. That each applicant for loans under the provisions of this act shall 
make written application therefor to the assistant farm loan commissioner of 
the State where the land is situated and where the applicant is a resident, and 
shall state under oath In writing the true purpose for which said loan is desired. 
The taxable value as stated in the last local assessment of the land shall be 
considered the actual value thereof for the purposes of this act. Any false 
statement in the application for said loan shall, at the option of said assistant 
commissioner, notwithstanding any contract previously entered into, render the 
whole principal and interest on said loan immediately due and payable and 
subject to all legal i)roces8es for collection : Provided, That no person shall be 
l>ermitted to borrow more than $8,000 regardless of the value of his land. 

Sec. 6. That in order to provide the funds for said loans the Secretary of the 
Treasury of the United States of America is hereby authorized to have en- 
graved and printed Treasury certificates to be designated Government currency 
of the United States, payable to bearer, which is hereby declared lawful money 
and legal tender in payment of all debts, pubic and private, taxes^ excises, and 
dues to the United States, except duties on imports, and also for all salaries 
and other debts and demands owing by the United States to individuals, corpo- 
rations, and associations within the United States, except interest on the public 
debt. The quantity and amounts of said Government currency shall be equal 
to the loans made under the provisions of this act, and in such denominations 
as may be determined by the Secretary of the Treasury : Provided, That as said 
loans and mortgages are repaid said Treasury certificates issued under this act 
shall be retired and canceled by the Secretary of the Treasury in amounts 
equal to the loans and parts thereof repaid. The mortgage deeds to farm 
lands accepted by the bureau of farm loans shall be held and deposited with 
the Secretary of the Treasury of the United States as security for said Treas- 
ury certificates. 

Sec. 7. That any person or persons who shall make false representations 
respecting the value or title of any property with intent to procure a loan from 
srid bureau of farm loans for more than sixty-five per centum of the value of 
the land or any person making a false statement as to the uses for which the 
funds borrowed under this act are to be employed shall be subject to a fine to 
be paid into the farm-loan fund of not exceeding $6,000 or subject to imprison- 
ment for a term not exceeding five years at hard labor, or both such fine and 
imprisonment, within the discretion of the court. 

Sec. 8. That the sum of $500,000 is hereby approprated from any unexpended 
balance in the Treasury of the United States for the purpose of carrying out 
the provisions of this act. 

STATEMENT OF HON. DUDLEY DOOLITTLE, A BEPEESENTATIVE 
IN CONGEESS FROM THE STATE OF KANSAS. 

Mr. DooLiTi'LE. Mr. Chairman and gentlemen, the bill 11755 just 
referred to is very similar to a bill I originally introduced, No. 6168, 
on June 17, 1913, but it was not considered because of the restricted 
legislative program at the special session. There were a few changes 
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I desired to make and I reintroduced it this session. I will be very 
brief in the statement I shall make, because I think this bill spea^ 
tor itself. 

It provides for direct loans to persons who desire to engage in 
agricultural pursuits who can furnish the required security. The 
greatest hanaicap I think to-da^ to the improvement of tne agri- 
cultural resources of the country is high interest rates — ^the inability 
of a man who wants to ^o to farming to not only make a living for 
himself and his family, but to pay the fixed charge in the nature of 
interest on the mortgage which he usually has to give. Statistics 
show that about 35 per cent of all the farms in the Imited States are 
mortgaged. 

Mr. Sbown. What is the per cent? 

Mr. DooLmp:. About 36 per cent. And there is a big demand for 
money, a legitimate demand, which ought to be filled. It ought to 
be so that a man desiring to go on the farm could ^et money at such 
a rate that he could with safety venture into the occupation of 
farming. 

Mr. BuLKLBY. How much is the total farm-mortgage indebtedness 
in the United States? 

Mr. DooLiTTLE. I have not the figures before me, Mr. Chairman, 
but it is near $1,730,000,000. I was invited to appear before the com- 
mittee only 10 minutes ago. 

Mr. BuLKLBY. Yes; that is very true. 

Mr. DooLiTTLB. Now, a mortgage holder, an investor in mortgages, 
requires what he considers a good income before he will take hola 
of it. The income which he demands and receives is a pretty good 
return on the investment — the income on the capital. The man who 
farms must not only pay this income to the capitalist or the mortgage 
holder, but after he has done that then he must eke out his living 
over and above this rate. 

Mr. Brown. The interest rate to the lender? 

Mr. DooLiTTLE. Yes. The bill I have introduced does not attempt 
to deal with thort-time or collateral loans, or what we may call crop 
money, or to tide the farmer over from season to season. I under- 
stand that is a legitimate part of this committee's investigation, but 
my bill does not aim toward that at all. It is to provide a means of 
acquiring cheap money on long time. 

Mr. BuLKLEY. Did you leave out provision for short-time credit 
from the bill on the theory that the question ought to be left to the 
States? 

Mr. DooLiTTi^. No ; I left it out because of the fact that I thought 
the conditions of short-time and long-time money and the demands 
were entirely different. 

Mr. BuLKi^Y. That is true. 

Mr. DooLiTTLE. Yes. And, further, short-time money must of 
necessity have, in my opinion, collateral security, if security^ is re- 
quired; and it would not be practicable to take land security for 
snort-time loans. 

Mr. BuLKLEY. What I wanted to try to find out was whether you 
thought we ought to legislate on that subject at all? 

Mr. DooLiTTLE. Yes. My opinion is this, however, Mr. Chairman 
and gentlemen, that the new currency bill is so good it really reduces 
to a minimum the necessity for short-time collateral loan legislation. 
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But I think we should legislate additionally to perfect this class — 
peculiar by its very nature. 

Mr. Bbown. Have you many tenant farmers in your State? 

Mr. DooLiTTLB. Yes; a great many. 

Mr. Bbown. They are the ones, are they not, that would require 
the short-time loans? 

Mr. DooLiTTLE. Yes; but they are usually able to get short-time 
loans from the banks. However, the interest rate is too high; but, 
as I say, I think this new currency bill will reduce this rate because 
it will open up an unlimited amount of money ; and the more money 
the cheaper the interest rates are bound to be. 

Mr. Woods. What is land worth in your vicinity, Mr. Doolittle? 

Mr. Doolittle. The bottom land, or what we call the best ftlrm 
land, sells for from $100 to $150 an acre. Many owners hold their 
alfalfa land as high as $275 per acre. 

Mr. Woods. A man with a 160-acre farm there, if he had it paid 
for, would have about $16,000 invested in land at least? 

Mr. Doolittle. At least that. 

Mr. Woods. And would need to put in $5,000 worth of personal 
property— farming property , horses, and cattle? 

Mr. Doolittle. It would be well for him to have that. 

Mr. Woods. Therefore, in order to borrow money from the Gov- 
ernment to avail him very much he would need some $7,000 actually 
invested in his farm in order to get $9,000, and would need to have 
$5,000 worth of personal property in order to produce to the best 
advantage. 

Mr. Doolittle. Yes; in order to produce to the best advantage 
that would be a fine arrangement you mention. 

Mr. Woods. So that he would have to have about $12,000 in cash 
in order to produce to the best advantage on a 160-acre farm ? 

Mr. Doolittle. If he could have that much, of course it would be 
an advantage. 

Mr. Woods. Then he could borrow the balance? 

Mr. DooLTTTLB. Ycs. 

Mr. Woods. Do you think that class of people need help very 
badly? 

Ml*. Doolittle. It would do no harm. However, this bill is not 
framed for the man who has $12,000. It is primarily to help out the 
tenants and other persons who want to own their homes, and to 
enable them to do so. 

Mr. Woods. How would it help the tenants? 

Mr. Doolittle. Frequently a tenant has a few hundred or thou- 
sand dollars which is not quite enough to venture out to buy a farm 
of his own at the present interest rates. 

Mr. Woods. If he had $3,000 how could he go and buy a farm like 
that and stock it under your bill? 

Mr. Doolittle. He can not stock his farm under this bill. There 
is nothing in the bill for a man to get live stock. 

Mr. m)ODS. His farm would not be worth much to him unless he 
had some horses and farm machinery? 

Mr. Doolittle. Of course, it would not provide all those thin^ 
for him. It is not my idea the Government should do that; but it 
should help by giving him cheaper money. 
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Mr. Woods. That is, you are helping the man who does not need 
it very badly. 

Mr. DooLiTTLE. I think he does need it. 

Mr. Platt. Mr. Doolittle, I notice from the census report that the 
value of all farm property from 1900 to 1910 incerased 100.5 per 
cent. Does that look as if the farmer needs much help ? In 10 years 
farms have doubled in money value. 

Mr. DoouTTLE. For the man who owns a farm it is all right. 

Mr. Brown. That statement includes the value of the farm prop- 
er^ doesn't it! 

Mr. PiiATT. It is on all farm property. Most of it has been an in- 
crease in the value of the land, which has increased in the last 10 
years 100.5 per cent. 

Mr. Doolittle. There is no question but that the value of farm 
produce and farm land have increased. 

Mr. Woods. Here is a question I would like you to answer for me 
if you can, Mr. Doolittle, in a practical way : How much better off 
is a man to-day with a farm worth $16,000, for instance, than he was 
10 years ago when the farm was only worth $8,000, if its value has 
doubled ? 

Mr. DooLrrTLE. Do you mean the landowner or the tenant ? 

Mr. Woods. I mean the landowner. How much better off is he to- 
day, when the vajue of his real-estate property has doubled in 10 
years ? 

Mr. Doolittle. I think he is twice as well off from a financial 
standpoint. 

Mr. Woods. I mean from a practical standpoint, how much better 
off is he by reason of the value of the products from his land? Is 
he in fact better off? His taxes have been increased; has the produc- 
tion from his farm — the income from his farm — increased any more 
in the 10 years, although possibly the prices of his products have in- 
creased ? In fact, is he any better off than he was 10 years ago when 
the same farm was only worth half as much money as it is to-day ? 

Mr. Doolittle. I think he is better off for this reason 

Mr. Woods. Provided he does not want to sell his farm. 

Mr. Doolittle. In the first place, farm products have advanced in 
price, and, in the second place, there is more intensive farming to- 
day, which increases the yield. While, of course, it has not increased 
twice the amount, not as much as the value of the land has increased, 
there has been a substantial increase. 

Mr. Platt. And, in the third place, he can get a better mortgage 
on his farm? 

Mr. Doolittle. He can get a better mortgage on his farm if he re- 
quired the money, I presume. 

Mr. Platt. It seems to me in the plans of loaning money to farm- 
ers, the most profitable property is going to be mortgages on farms. 
The farm is going to be very valuable. 

Mr. Doolittle. I think it is now, as far as that is concerned. I 
think it is the best security for a loan. 

Mr. Platt. Then, why help him ? 

Mr. Doolittle. We are trying to help the man who has enough 
to make his first payment and wants to go on and get the balance of 
his money, with a fair chance to pay out. 



RURAL CREDITS. 285 

Mr. Woods. I do not see how your bill helps that kind of a fellow 
very much. That is what I am getting at. 

Mr. DooLiTTLE. Of course we can not give him a farm. We can 
not donate to him money to make the first payment. He has to have 
something. The time has not come when we can go and say to our 
friends, Here is a certain amount of money for a piece of land; 
now you arrange to buy it and we will let you have the money " ; 
but we can say that to a man who has a little already, so that he can 
pay out eventually, and own his home. That is what I have tried to 
provide for in this bill. 

Mr. BuLKLEY. I notice here a provision that no person shall be 
permitted to borrow more than $6,000. How did you arrive at that 
figure? 

Mr. DooLiTTLE. The $6,000? 

Mr. BuLKLEY. Yes. 

Mr. DooLriTLE. I arrived at the figure in this way : My own knowl- 
edge of the usual requirements of a man who wants to own a farm 
in my part of the country, in Kansas, and what I have been able to 
learn from other sources, which is if he can get that amount of money 
he can usually make ends meet. Of course, it is more or less an arbi- 
trary sum. At the same time it is to prevent overborrowing. 

Mr. BuLKXEY. I think the committee will agree with the principle 
that the individual ought to be limited ; but we are trying to get some 
light on how to fix the limit. 

Mr. DooujTLE. That was a compromise between a higher amount 
and a lower amount that has been suggested by different author- 
ities. I have talked with men who are in the loan business, also, 
and the amount stated is a proper one to make the law as useful as 
possible, in my judgment. 

Mr. BuLKLEY. That is more than three times what we have been 
told is the average amount of the farm mortgage. 

Mr. DooLiTTLE. I think it is much more than the average amount. 
Yes ; there is no question about that. 

Mr. BuLKLEY. You think it should be a great deal more ? 

Mr. DooLiTTLE. I think it should be a great deal more; I do not 
think a man should be limited to the average amount; he should not 
be forever hampered by lack of capital for legitimate purposes. 

Mr. BuLKLEY. No; certainly not; but it is more than three times 
the average amount. 

Mr. DooLiTTLE. Yes; I understand. The average is in my State 
about $2,300. 

Mr. Platt. Mr. Bathrick places it at $1,700. 

Mr. DooLiTTLE. That is for the whole United States. 

Mr. BuLKLEY. Yes; the Farmers' Union representatives were in 
here and corroborated that. 

Mr. DooLiTTLE. Yes. The idea, of course, of the bill is, as I say, 
to make it so it will be useful so that the law will be workable. 
There is no force in the argument that this is class legislation, in 
my opinion. Any person who can furnish the collateral or, in other 
words, the security, under the conditions named, can get the loan. 

Mr. Platt. Whether he needs it or not? 

Mr. DooLiTTLE. There is a provision in the bill for such rules and 
regulations as the bureau may establish; 
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Mr. Platt. I have not read your bill, and I do not know. Do 
you provide for lending money at a fixed rate of interest ? 

Mr. DooLiTTLE. Yes. 

Mr. Platt. At what rate? 

Mr. DooLiTTLE. At 3 per cent. 

Mr. Platt. Directly from the Government? 

Mr. DooLiTTLE. Yes; through Government intermediaries. 

Mr. Bbown. Does your bill fix the interest rate? I glanced at it 
hastily this morning, but I do not remember. 

Mr. DooLiTTLE. Yes. 

Mr. Platt. Where is that money to come from ? 

Mr. Bbown. You will find it in section 6. 

Mr. DooLiTTLE. I will go over the bill briefly, if you care to have 
me. 

Mr. Platt. I think that would be a good plan, of course, subject to 
what the chairman thinks. 

Mr. BuLKLEY. That is all right. 

Mr. Doolittle. The bill provides that there shall be created under 
the direction of the Secretary of the Treasury a bureau of farm 
loans for the purpose of loaning money to bona fide tillers of the 
soil, taking as security for the repayment of sftid loans farm mort- 
gages. Then the Secretary of the Treasury is authorized to pre- 
scribe and publish such rules and regulations as are not inconsistent 
with the provisions of this act, and as are necessary to put in force 
and effect the purposes and intent of the act. 

Then, section 2 provides for the appointment of a commissioner 
and fixes his salary. 

Section 3 provides for the appointment of assistant commissioners 
with headquarters in each State. 

Section 4 provides for the making of the loan and says that when- 
ever the said assistant commissioner of any State shall have ascer- 
tained that the value of the fram land offered as security is suffi- 
cient — 

And that the applicant or applicants are possessed of a good and sufficient 
title to the property and are otherwise legally competent to execute a mortgage 
deed thereto, he shall in writing recommend to the commissioner of the bureau 
of farm loans at Washington, District of Columbia, that the loan be made to 
applicant or applicants, and thereupon the said commissioner of the bureau of 
farm loans, if he shall find that all the proceedings had In connection with 
the application for said loan were had and done in due form, shall, upon receipt 
of the mortgage deed properly drawn in favor of the Treasurer of the United 
States, pay over to the mortgagor or mortgagors the sum specified in said 
mortgage deed, but no loan shall be made In excess of sixty-five percentum 
of the value of the property, and in no event for more than $6,000, and the rate 
of Interest on that loan shall not exceed three percentum per annum : Provided, 
That all loans shall be made for a period of fifty years, payable at the expira- 
tion of said time. 

Mr. Platt. All loans for 50 years? 

Mr. Doolittle. Yes. 

Mr. Woods. Eight there, Mr. Doolittle. You do not provide for 
any necessary payments during the 60 years. You give them the 
privilege ? 

Mr. Doolittle. I give the borrower the option. Section 4 pro- 
vides further that all loans shall be made for a period of 50 years. 
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[), payable at the expiration of said time or at any intere! 

period prior thereto, at the option of the borrower — 

And provided further, That the borrower shall have the option of paying two 
percentum of the whole loan each year, and interest shall cease on the sums so 
paid from the date of payment, and at the expiration of said loan period of 
fifty years or upon repayment of all of said loan and interest the Secretary of 
the Treasury shall execute and deliver to the said mortgagor, his successor, 
heirs, administrators, devisees, trustees, or assigns, a good and sufficient receipt 
i: and release of said mortgage, provided all the conditions of said mortgage shall 

have been fulfilled by the said mortgagor, his successors, heirs, executors, 
administrators, devisees, trustees, or assigns: And provided further. That no 
loans under this act shall be made for any other purpose than for the purchase 
of real estate to be actually occupied and used, as indicated in section one, by 
the borrower as a home, or for the erection, maintenance, or repair of perma- 
nent improvements on real estate owned by th^ borrower and occupied by 
him as a home, or for the repayment of a prior outstanding indebtedness con- 
tracted for the purchase price of the real estate or for permanent improve- 
ments thereon. 

Section 5 provides that applicants for loans shall make written 
application therefor to the assistant farm-loan commissioners of 
their respective States, and that the taxable value as stated in the 
last assessment of the land in question shall be considered the actual 
value thereof for the purpose of this act, my idea being to prevent 
any possibility for favoritism and to cut out a lot of appraisers. 

Mr. Platt. That is a good feature. 

Mr. Brown. That is the right way to settle it. 

Mr. DooLiTTLE. And then I provide a penalty here for false state- 
ment in the application for a loan. 

Mr. Brown. Do I understand from your bill, and I think I do — I 
think it is the intention that a man who owns a farm and does not 
reside on the farm and till the farm himself can not secure a loan 
under this bill. 

Mr. DooLiTTLE. That would be subject to the interpretation the 
department would put upon that feature. My idea is to make this 
strictly a home builders' bill. 

Mr. BuLKLEY. Section 6, Mr. Doolittle, is just plain greenbackism, 
is it not ? 

Mr. Doolittle. That is what it might be called, but the " green- 
backs " are backed and secured by farm land and mortgages. 

Mr. Platt. What does it provide ? 

Mr. Doolittle. It provides for the issuance of money. Government 
currency of the United States, to be issued to provide the funds for 
these loans, and the mortgages on the real estate are held as security 
for this money. 

Mr. Bulkley. You do not provide any other way of getting the 
money to be loaned at all, do you? 

Mr. Doolittle. No, I do not ; and I realize that this is a radical step. 
It will cause a temporary inflation, and when we need money, that 
is not objectionable; but the bill also provides that as these loans 
are paid back, this money shall be canceled and retired in equal 
amounts. 

Mr. Bulkley. How many loans do you think would be outstand- 
ing at any time? 

Mr. Doolittle. That would depend, of course, on the demand. I 
surmise there would be a vast amount. 

39731—14 ^19 
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Mr. Platt. I have not read your bill, and I do not know. Do 
you provide for lending money at a fixed rate of interest? 

Mr. DooLiTTLB. Yes. 

Mr. Platt. At what rate? 

Mr. DooLiTTLE. At 3 per cent. 

Mr. Platt. Directly from the Government ? 

Mr. Doolittle. Yes; through Government intermediaries. 

Mr. Brown. Does your bill fix the interest rate? I glanced at it 
hastily this morning, but I do not remember. 

Mr. Doolittle. Yes. 

Mr. Platt. Where is that money to come from ? 

Mr. Brown. You will find it in section 6. 

Mr. Doolittle. I will go over the bill briefly, if you care to have 
me. 

Mr. Platt. I think that would be a good plan, of course, subject to 
what the chairman thinks. 

Mr. BuLKLEY. That is all right. 

Mr. Doolittle. The bill provides that there shall be created under 
the direction of the Secretary of the Treasury a bureau of farm 
loans for the purpose of loaning money to bona fide tillers of the 
soil, taking as security for the repayment of sftid loans farm mort- 
gages. Then the Secretary of the Treasury is authorized to pre- 
scribe and publish such rules and regulations as are not inconsistent 
with the provisions of this act, and as are necessary to put in force 
and effect the purposes and intent of the act. 

Then, section 2 provides for the appointment of a commissioner 
and fixes his salary. 

Section 3 provides for the appointment of assistant commissioners 
with headquarters in each State. 

Section 4 provides for the making of the loan and says that when- 
ever the said assistant commissioner of any State shall have ascer- 
tained that the value of the fram land onered as security is suffi- 
cient — 

And that the applicant or applicants are possessed of a good and sufficient 
title to the property and are otherwise legally competent to execute a mortgage 
deed thereto, he shall in writing recommend to the commissioner of the bureau 
of farm loans at Washington, District of Columbia, that the loan be made to 
applicant or applicants, and thereupon the said commissioner of the bureau of 
farm loans, if he shall find that all the proceedings had in connection with 
the application for said loan were had and done in due form, shall, upon receipt 
of the mortgage deed properly drawn in favor of the Treasurer of the United 
States, pay over to the mortgagor or mortgagors the sum specified in «a.id 
mortgage deed, but no loan shall be made in excess of sixty-five percentum 
of the value of the property, and in no eveut for more than $6,000, and the rate 
of interest on that loan shall not exceed three percentum per annum : Provided, 
That all loans shall be made for a period of fifty years, payable at the expira- 
tion of said time. 

Mr. Platt. All loans for 50 years? 

Mr. Doolittle. Yes. 

Mr. Woods. Eight there, Mr. Doolittle. You do not provide for 
any necessary payments during the 60 years. You give them the 
privilege ? 

Mr. Doolittle. I give the borrower the option. Section 4 pro- 
vides further that all loans shall be made for a period of 50 years. 
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payable at the expiration of said time or at any inter< 
period prior thereto, at the option of the borrower — 

And provided further^ That the borrower shall have the option of paying two 
percentum of the whole loan each year, and interest shall cease on the sums so 
paid from the date of payment, and at the expiration of said loan period of 
fifty years or upon repayment of all of said loan and interest the Secretary of 
the Treasury shall execute and deliver to the said mortgagor, his successor, 
heirs, administrators, devisees, trustees, or assigns, a good and sufficient receipt 
and release of said mortgage, provided all the conditions of said mortgage shall 
have been fulfilled by the said mortgagor, his successors, heirs, executors, 
administrators, devisees, trustees, or assigns: And provided further ^ That no 
loans under this act shall be made for any other purpose than for the purchase 
of real estate to be actually occupied and used, as indicated in section one, by 
the borrower as a home, or for the erection, maintenance, or repair of perma- 
nent improvements on real estate owned by th^ borrower and occupied by 
him as a home, or for the repayment of a prior outstanding indebtedness con- 
tracted for the purchase price of the real estate or for permanent improve- 
ments thereon. 

Section 5 provides that applicants for loans shall make written 
application therefor to the assistant farm-loan commissioners of 
their respective States, and that the taxable value as stated in the 
last assessment of the land in question shall be considered the actual 
value thereof for the purpose of this act, my idea being to prevent 
any possibility for favoritism and to cut out a lot of appraisers. 

Mr. PiiATT. That is a good feature. 

Mr. Brown. That is the right way to settle it. 

Mr. DooLiTTLE. And then I provide a penalty here for false state- 
ment in the application for a loan. 

Mr. Brown. Do I understand from your bill, and I think I do — I 
think it is the intention that a man who owns a farm and does not 
reside on the farm and till the farm himself can not secure a loan 
under this bill. 

Mr. DooLiTTLE. That would be subject to the interpretation the 
department would put upon that feature. My idea is to make this 
strictly a home builders' bill. 

Mr. BuLKLEY. Section 6, Mr. Doolittle, is just plain greenbackism, 
is it not ? 

Mr. Doolittle. That is what it might be called, but the " green- 
backs " are backed and secured by farm land and mortgages. 

Mr. Platt. What does it provide ? 

Mr. Doolittle. It provides for the issuance of money. Government 
currency of the United States, to be issued to provide the funds for 
these loans, and the mortgages on the real estate are held as security 
for this money. 

Mr. BuLKLEY. You do not provide any other way of getting the 
money to be loaned at all, do you ? 

Mr. Doolittle. No, I do not ; and I realize that this is a radical step. 
It will cause a temporary inflation, and when we need money, that 
is not objectionable; but the bill also provides that as these loans 
are paid back, this money shall be canceled and retired in equal 
n mounts. 

Mr. BuLKLEY. How many loans do you think would be outstand- 
ing at any time ? 

Mr. Doolittle. That would depend, of course, on the demand. I 
surmise there would be a vast amount. 
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^ake this r3 per cent, you will get all the 
M country easily, won't you ? 
jy indeed; because there will be a great many 
-.ow on land as security who can not, or will not, 
^ provisions of this bill. 

In other words, who are possibly indebted for more 
than 65 per cent of the value of the farm? 

Mr. DooLiTTLE. Yes; or want it for some other purpose than that 
named in the bill. 

Mr. Platt. Your bill provides that all present farm mortgages 
can be paid off under this ? 

Mr. DoouTTLE. Provided they were originally given for some of 
the purposes indicated in the bill. 

Mr. Platt. Nobody could prove what they were originally given 
for. 

Mr. DooLiTTLE. I differ from you on that statement. 

Mr. Platt. How could you prove what the money was borrowed 
for on a farm 25 years ago, where the farmer is dead and gone and 
his farm has been sold and the mortgage stays on it and the present 
owner wants it paid off? 

Mr. DooLiTTLE. It would be for the borrower to " prove," not the 
Government, that it was for the purpose authorized. The Govern- 
ment would have to be satisfied or the loan could be refused. There 
are some instances of that kind, but I do not believe that that con- 
dition predominates by any means. 

Mr. Platt. You provide that the present mortgages can be taken 
up under this plan, and it seems to me, as the chairman says, you 
are going to get all the present farm-mortgage business and that all 
the present farm mortgages will be transferred to the Government 
immediately as soon as they run out. 

Mr. DoouTTLE. I do not agree with you on that statement, be- 
cause of the fact it is not the majority or mortgages, by any means, 
that would be covered by this bill. Only those which are given for 
the purpose of improvements and home building or original pur- 
chase price can come under this bill. 

Mr. Seldomridgb. Mr. Doolittle, how will we explain to the 
laborers of the cities and the business men and others whose sources 
of income are apart from any agricultural interest — ^how can we 
justify the lending of the credit of the Government to provide the 
agricultural population with money under these terms and not pro- 
vide it for other citizens ? 

Mr. Doolittle. Well, you mean to get away from the idea of its 
being a favoritism? 

Mr. Seldomkidge. Special privilege. 

Mr. Doolittle. Yes. My ideai is this : That the farm, under 
ordinary conditions, will always produce something. It will pro- 
duce new wealth. The security is, in my opinion, the very best. It 
is not subject to destruction — ^the only kind the Government can 
safely take. . 

Mr. Seldomkedge. Shouldn't I also be entitled, if I owned. a coal 
mine, to borrow money to equip a plant with machinery and go to 
producing mineral wealth as well as the products of the farm? 

Mr. Doolittle. You are getting away a little from the purpose 
of this bill, it being a home builders' bill. 
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Mr. Seldomridgb. I know; but we have got to justify this bill to 
other large classes of population not connected with farming in 
order to secure legislation under this bill. We have got to defend 
the bill, and we will have to secure the assent of other interests apart 
from the mere agricultural section of the country. 

Mr. DoouTTLE. I, of course, can see how any bill might be at- 
tacked on the ground you won't allow a coal miner to borrow direct 
from the Government. I do not think that that objection would 
apply to this bill any more than it would to any other kind of a 
bill that prescribes a certain kind of approved security for a certain 
substantial purpose. 

Mr. PiiATT. Would you say that the whole value of the farm, the 
buildings, and all, is to be taken into consideration in making the 
loan? 

Mr: DooLiTTLB. Yes. 

Mr. Platt. The whole farm property? 

Mr. DooLiTTLE. Yes. 

Mr. PiiATT. According to the census, the farm property of the 
United States is valued at about forty billion— $41,999,000,000. Sup- 
pose you have a mortgage of 66 per cent on that large sum, you 
would have to have about $26,650,000,000 worth of greenbacks. 
How much depreciation do you think you would have in the face 
value of those greenbacks, if you had that sum out? 

Mr. DoouTTLE. They would be worth face value. You are mak- 
ing the ridiculous and absurd presumption that all the indebtedness 
would be turned into greenbacks. That is not possible under this 
bill. 

Mr. Platt. I do not see how you would avoid it. Take a case 
where I have a farm for investment. It is clear. UiiHfe,;j[our bill 1 
can not borrow money on that farm for investment in railrii^ stock? 

Mr. DoouTTLE. No. 

Mr. Platt. I say to my hired man, " Bill, the Government won't 
lend me money on this farm. You buy it and I will take a second 
mortgage from you for the amount, and you go and borrow 65 per 
cent of its value at 3 per cent and take the farm, and after awhile I 
will foreclose the mortgage and take the farm." I will have the 
money at 3 per cent and have it invested in something else, and how 
are you going to stop that? 

Mr. Doolittle. Such a surmised scheme as that is a fraud and is 
punishable under the bill. 

Mr. Platt. Of course the farm will increase in value greatly, also 
on account of the special privilege of borrowing at 3 per cent on it 
when you can not borrow on other securities at 5 or 6, say. The farm 
should double in value at that rate, I should say, easily. 

Mr. Doolittle. You do not oppose a cheap rate of interest, do you? 

Mr. Platt. I think if you loan money to one class of people at less 
than another class can borrow, you will get in trouble right away. 
You can not do it unless you do it through cooperative associations 
of some kind. 

Mr. Doolittle. I think you stretch the point when you say a class 
of people. I would take it, and under this bill it is not class legisla- 
tion; tor instance, take a merchant. If he wants to come under this 
bill, if he wants to become a farmer he can do it, and the law would 
not shut him out any more than it would anyone else who wanted to 
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go into the farming business. It will no doubt bring about a more 
abundant supply of farm products, because there will be more 
farmers. 

Mr. BuLKusr. Do you think it will increase the price of farm land ? 

Mr. DooMTTLE. I am perfectly frank to say I think it will to some 
extent, because it will increase the demand. It will put a family on 
every quarter section, except on the arid sections of the country, in 
my opinion; and, of course, where there is great demand prices are 
always bound to increase some. 

Mr. Brown. When you increase the value of the land, Mr. Doo- 
little, do you not make it harder for the poor man to acquire a farm 
and to buy one? Do you not put the farm further away from him, 
further out of his reacn ? 

Mr. DooLirrLE. No, I think not, Mr. Brown, if we pass this bill. 

Mr. Brown. When you increase the value of the land? 

Mr. DooLiTTLE. No; I think not, because I am satisfied that the 
proportionate increased value of the land would not be nearly as 
much as the proportionate decrease in the interest rate which we 
would have to pay under this bill. The reason he does not tackle it 
now is because he can not pay it. 

Now, as to the currency provided for in this act. As I say, I 
realize it is a radical feature, but I can not conceive of any better 
security for it, and I am not afraid of too much money, and I think 
the country on the whole would be benefited by it and I am sure the 
j)eople who need it would be benefited by it. 

Mr. Platt. Would you provide for a gold reserve against those 
greenbacks ? 

Mr. DOOLITTLE. No. 

Mr. BuLxUeit. As a matter of fact, those greenbacks would not be 
redeeni^ile at all? 

Mr. DooLiTTLE. No ; they would not be redeemable in gold at all. 

Mr. Weaver. In other words, it is just straight greenbackism ? 

Mr. DooLiTTLE. You are at liberty to call it that; backed up by 
farm mortgages. 

Mr. Platt. The issue of greenbacks under your system — what is 
the present stock of money in circulation in the United States of all 
kinds. 

Mr. DooLiTTLE. It is about four billion. 

Mr. Platt. It is something less than four billion. 

Mr. BuLKLEY. Yes; three and a half. 

Mr. Platt. In other words, this plan of yours might make an 
issue of greenbacks fully six times the stock of money in circulation 
at the present time. 

Mr. DooLirrLE. The way you interpret the bill would be that all 
farm mortgage indebtedness would be converted immediately into 
greenbacks, if it would be possible, but under the workings of the 
bill it would not be possible. 

Mr. Platt. Let us divide it bv two. Let us sav that not more 
than half of the farm propertv would be mortgaged to its whole 65 
per cent value. Then, instead of $26,000,000,000, you would have 
$13,000,000,000, which is something over three times the present total 
circulation of money in the United States. Your greenbacks would 
be worth about 30 cents on the dollar. 



BUBAL CREDITS. 291 

Mr. DoonTTo:. I can not agree with your statement that the cur- 
rency would depreciate in value. 

Mr. Platt. What was the experience of France in doing exactly 
this same thing during the French Revolution — issuing money on 
land security? 

Mr. DooLJTTLE. We do not have a revolution, you know. 

Mr. Platt. What was the experience , of the United States in 
issuing currency during the Continental Revolution? 

Mr. DooLiTTLB. We do not have a revolution in the United States. 

Mr. Platt. What was the experience of the United States during 
the Civil War? 

Mr. D09LITTLE. And we do not have a civil war. 

Mr. Platt. It was merely a question of the volume of currency ; it 
was not the Civil War. Everyone knew the money would be good 
some day. 

Mr. DooLiTTLE. I think it was a question of the security at the 
time you mention. The very existence of the Governments and their 
integrity and ability to pay their obligations was in doubt. That is 
what depreciated the currency. Currency is as good as gold so long 
as peace and confidence in the Government previals. I have no 
knowledge of any stable Government's currency depreciating in times 
of peace. This currency will not depreciate so long as we have faith 
in our Government. 

Mr. Platt. You do not propose any gold reserve against it. 

Mr. Doolittlb. No. Land. 

Mr. Platt. There was some gold reserve during the Civil War, 

Mr. Weaver. Is it not true, in the history of political economy 
as it affects the science of our money, that the greater the volume 
of money the less the purchasing power of the individual units? 

Mr. DooLiTTLE. That is the history, of course. 

Mr. Platt. There is no way of getting away from that, is there? 

Mr. Doolittlb. No; that is true. But the vast majority of our 
people are borrowers and not lenders. 

Mr. Platt. Now, if you double the amount of farm produce, with- 
out increasing the population, all the farm produce would go down 
60 per cent presumably. And if you multiply the currency in the 
country by three and a half, certainly it will not have a purchasing 
power more than a third of what it has now. 

Mr. Doolittlb. Those are your conclusions. 

Mr. Weaver. In other words, the more we have the less it is worth. 

Mr. Platt. Yes ; the more we have the less it is worth. 

Mr. Doolittlb. As to this feature providing for the money, that 
is an item which could be dealt with in any manner that this com- 
mittee and Congress might see fit, and I realize exactly the arguments 
which are to be brought against it, and I will not say there is not 
some objection as to why this should not be issued in this way. But 
the merits far outnumber the objections. I am thoroughly opposed 
to bonding the Government when any other legitimate source of 
revenue can be got at. It was suggested that this bill have incor- 

{)orated in it, for the purpose of raising money to furnish these 
oans, a bond proposition — that the Government sell its bonds. I am 
personally opposed to bonding the Government, as I say, but I can 
see how a bond would raise not only the money, but it would furnish 
a safe and secure investment for our money. It would have that 
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additional feature that my bill does not have, but that is not the 
material point to the bill, gentlemen. The material point of this 
bill is to provide cheap money. 

Mr. Platt. It would be cheap. 

Mr. Weaver. You make it with a printing press; that is about the 
size of it, Mr. Doolittle ? 

Mr. DooMTTLE. Of course, I understand the facetious remarks of 
my good friend from Oklahoma. 

Mr. Weaver. Of course, you have not a better friend than I am. 
It is meant in the utmost good humor. I am very much attached to 
the gentleman, both personally and in his service here. 

^&. Doolittle. You understand I mean the interest rate would 
be cheap. I want to preserve the record on that ppint. 

Mr. Woods. Do you provide the kind of money that is to be used 
in the payment of these mortgages by the farmers? 

Mr. booLrrrLB. No. 

Mr. BuLKLBY. I want to ask you this question: You have placed 
some limitations here on the purpose for which the money loaned 
shall be used. How would you enforce that? 

Mr. Doolittle. There are provisions in the bill here that the mort- 

fage may be declared due and payable at any time in the case of a 
reach oi the conditions. And the applicant must state in his appli- 
cation what it is for. Of course the limitation on the use of the 
money is to prevent overcirculation and overborrowing. 

Mr. BuLKLEY. Yes; I think it is a perfectly proper limitation. 

Mr. Doolittle. Yes. 

Mr. Weaver. Of course you would have to leave that to the discre- 
tion and integrity of the administrative officials under the bill. In 
other words, the men who act for the Government in advancing the 
money would have to determine in each individual case what use it 
was to be put to. 

Mr. Doolittle. The borrower would have to state that himself. 

Mr. Weaver. You have got to rely on the human agencies? 

Mr. Doolittle. Yes; the same as any other law. It would have 
to be enforced if there was an attempt to get around it. 

Mr. Platt. I notice in your State, Mr. Doolittle, the average farm 
is worth $11,460. 

Mr. Doolittle. Yes; including all personal property thereon. 

Mr. Platt. And has an average or 244 acres. I wondered how 
much more commerce would be increased under your scheme — ^how 
much the farm values would be increased. 

Mr. Doolittle. It would be increased some, of course, but no one 
can say how much. 

Mr. Platt. What rate of interest are farmers in Kansas paying 
on mortgages now — 7 per cent? 

Mr. Doolittle. Yes ; some a little under and some a little over. 

Mr. Weaver. I think the statement of the Agricultural Depart- 
ment was 8. 

Mr. Doolittle. That refers to Kansas; yes. Seven and eight, and 
there are soiue who get 6 per cent money. 

Mr. Weaver. When they pay a commission on it it runs higher? 

Mr. Doolittle. Yes. 

Mr. Platt. Is there any reason why this would not more than 
double the land? 
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Mr. DooLiTTLE. Any answer I might make to that would be purely 
speculative, and I think any answer any person might give would be 
more or less speculative. My opinion is it would increase the value 
of the real estate some. 

Mr. Platt. If you give any piece of collateral — ^a bond or farm 
mortgage or anything else — a special value, a specially low rate of 
interest, wouldn't it go up in price just about that much ? 

Mr. DooLiTTLE. Yes. That is exemplified by the Government 2 
per cent bonds. With the circulating privilege under the old na- 
tional-bank act they went up. and witnout the circulating privilege, 
of course, they came down, out not more than a few points — pos- 
sibly 10. 

Mr. Platt. The circulation privilege has not been taken away from 
them. 

Mr. Brown. Do farm loans in your State bring a higher rate of 
interest than money loaned in other lines of business ? 

Mr. DooLriTLE. No; they do not. 

Mr. Brown. They do not? 

Mr. DooLiTTLE. No ; a man who has farm land as security usually 
gets as good rates on long time as any one. 

Mr. Platt. If that is true, why do you want to get any specially 
low rates — lower than other people? 

Mr. Doolittle. I am not makmg this bill primarily for the man 
who owns his farm already, as I stated before. 

Are there any other questions? 

Mr. Platt. You are making it in order to enable the man who 
owns his farm to sell it at a higher price than he paid for it, as near 
as I can make out, then? 

Mr. Doolittle. Noj I want it possible for the man who does want 
a home to get one without working his life away for the profit of 
money loaners and mortgage holders. 

I thank you, gentlemen. 

(Thereupon, at 11.40 o'clock a. m., the committee adjourned until 
Tuesday, February 17, 1914, at 10.30 o'clock a. m.) 
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